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SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM 
PRODUCTS FOR THE WEST COAST OF THE UNITED 
STATES FOR MILITARY AND OTHER REQUIREMENTS 


THURSDAY, JULY 7, 1955 


House oF REPRESENTATIVES, 
CoMMITTEE ON ARM&D SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., with the Honorable F. Edward 
Hébert (chairman) presiding, and the following members present: 
Mr. Hess, Mr. Rivers, Mr. Fisher, and Mr. Short. 

Mr. Héserr. The committee will come to order. 

Members of the committee, I have a statement to read ito the record 
at this time, after which I will ask Mr. Short to make a statement. 

Mr. Short introduced in this Congress Resolution 212 calling for 
a study of the following: 

1. The sources of supply of oil and other petroleum products for 
the west coast of the United States for military and other require- 
ments; 

2. The amount of oil and other petroleum products needed on the 
west coast of the United States to meet the ordinary military and 
other requirements; and 

3. Whether in the event of a national emergency there are adequate 
supplies of oil and other petroleum products on hand on the west coast 
of the United States to meet all military and other requirements. 

The Chairman, Mr. Vinson, has directed that we proceed with the 
consideration of the facts. Mr. Short, who is a member of this sub- 
committee, will participate in the hearings. 

For the information of everyone concerned, we will hear first from 
the Department of Defense; next from the Office of Defense Mobili- 
zation; and then from the Department of the Interior. Because of 
the business on the floor during the legislative session, we may have 
to interrupt the proceedings from time to time. However, for the con- 
venience of witnesses and in the public interest, we will take the testi- 
mony of interested organizations and individuals in Los Angeles, 
Calif., commencing on Monday, Tuesday, and Wednesday of next 
week, July 11, 12, and 13. So far, there have been six organizations 
whose representatives have been assigned time for hearing; and there 
may be others. 

This morning, the National Security Council is in session and there- 
fore the Department of Defense and the Office of Defense Mobilization 
cannot be present. Each of these departments has invoked a provision 
of our rule 7 calling attention to the fact that some of the information 
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bearing on the subject of this inquiry is of a classified nature. There- 
fore, this afternoon the subcommittee will go into executive session. 
This morning, there will be read some of their statements, as much 
as can be discussed in public. 

After the subcommittee will have returned from the west coast, we 
will hear such witnesses as have further information on the subject, 
who are located here in Washington and elsewhere in the central and 
astern part of the country. 

An inquiry of this general nature was conducted in the 80th Con- 
gress pursuant to resolution of the House. But the factual situation 
since that time has changed, we may assume, materially since the war. 
Our question, therefore, is whether, in the condition of things as they 
stand now, there is need for additional pipeline facilities from the 
Texas and central western fields and perhaps other sources to the 
west coast, for any burden that might be placed upon the economy and 
resources of that area in a national emergency. 

The subcommittee is desirous of obtaining all of the facts from 
informed sources so that there may be assembled in one place a source 
of information on this subject which will assist the Congress in 
arriving at an adequate and fair judgment of the problem as it exists. 

With that in mind, any person or organization having information 
which would be of interest to the subcommittee is invited to contact 
our staff and arrange for presentation of that material. The public 
has been uniformly cooperative with the subcommittee in its inquiries, 
and of course we trust that this inquiry will be no exception to that 
rule. We recognize that much of this discussion relates to economics 
and to technical and scientific matters as well, and, therefore, we 
desire to drawn upon information available in these categories, so that 
the findings of the subcommittee may be of value because fortified by 
a thorough factual background. Let me also state that the subcom- 
mittee has no preconceived notions and has not prejudged nor pre- 
determined any portion of this subject. We approach the whole 
subject with an open mind to make a thoroughly objective study. 

I think I should state that both Mr. Rivers, who is at present a 
member of this committee, and myself were members of the Petroleum 
Subcommittee of the Committee on Naval Affairs which made a 
study of pipeline transportation and the movement of petroleum prod- 
ucts in 1943 during the 78th Congress. It may be interesting to note 
during that time and in that report of Mr. Rivers, who was the chair- 
man, on page 13, we made the following unanimous recommendation : 

It is urged that the responsible Government agencies be on the alert to guard 
against the occurrence of a situation on the west coast such as took place on 
the east coast in the past winter and spring. In such connection, it is recom- 
mended that the Petroleum Administration for War investigate the feasibility 
and desirability of constructing a crude oil pipeline from the oil-producing 
regions of Wyoming to the refineries in the vicinity of Spokane, Wash.; a 
products pipeline from central California north to the Columbia River; and a 
crude-oil pipeline from the west Texas and New Mexico oil fields to the Los 
Angeles refinery area, and report the results of such inquiry to this subcommittee. 

Now I am going to ask Mr. Short, whose long interest in this sub- 
ject and whose great familiarity with the whole matter is a result of 
his earlier hearings and his continuing interest, to make a short 
statement for the information of the subcommittee. 
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Mr. Suort. Mr. Chairman, first I want to compliment the chairman 
of this subcommittee for the very clear, fine, and fair opening state- 
ment that he has made concerning this particular hearing or study. 

I don’t want to unduly tresvass upon the time and patience of this 
committee, but I think if I am allowed to take a few minutes at the 
beginning, we can get a background, a clear picture of really what 
our particular problem is, or the reason I introduced the resolution that 
called for this survey or study. 

As you are well aware, this is no new problem at all, because as 
the chairman of this committee stated, both he and Mr. Rivers, 
as members of the old Naval Affairs Committee, before we passed the 
Reorganization Act that brought the Naval and Military Affairs 
Committees into the present Committee on Armed Services—they 
made quite an extensive study on the oil situation back in 1943 or 
1944. The chairman of our present committee, the full committee, 
Mr. Vinson, revealed tremendous interest in it in 1946. And a couple 
of years later, as chairman of a subcommittee in the 80th Congress, 
I spent 3 months, with the help of our chief clerk at that time, Mr. 
Bryce Harlow, who is now one of the assistants to the President down 
at the White House, in holding rather comprehensive and exhaustive 
hearings, during the months of January, February, and March 1948. 
We held hearings practically every day those 3 months, both morning 
and afternoon. 

And I think perhaps it might be helpful, if I am permitted— 
and I am very grateful to the chairman for giving me the oppor- 
tunity to take these few minutes—if I would read, not only for the 
benefit of the committee but for the public and for all interested par- 
ties here the statement that I made on Monday, January 19, 1948, as 
chairman of the subcommittee that met at 10 o’clock that morning: 


Mr. SHortT. The committee will be in order. 

During the recess between the first regular session of the 80th Congress last 
year and the special session which was called in November, Mr. Cole of New 
York, with the other members of this committee, made a trip through the Pacific 
and with some other members of this committee made a trip through Europe, the 
Near East, and north. 

On our return from those two tours, Mr. Cole and I both gave a report of our 
observations and studies on these trips. The committee became intensively in- 
terested in the world oil situation. It was sugzested by the former chairman 
of the Naval Affairs Committee, Mr. Vinson, of Georgia, that because of the 
acute shortages we should make a survey and a thorough study, as much as 
our time would permit, into this whole interesting, important, and difficult 
problem. 

For the witnesses here today and for those to follow, a brief background state- 
ment may be helpful to explain why, in our view, this inquiry is necessary and 
what its scope is to be. 

As far as the necessity for the inquiry, it requires no insight or extensive 
study to realize that this Nation is becoming so dependent upon petroleum and 
petroleum products that even in peacetime vital demands of the economy are 
outstripping the productive capacity of the oil industry. 


Of course America is a Nation on wheels. Oil is essential not only 
in time of peace, it is our life blood in time of war. 


The present shortages of tank cars, tankers and pipelines, lack of equipment 
for increased exploratory and developmental work, these are happily only 
temporarly problems which should ease relatively soon, but the adequacy of our 
crude supply of oil, the rate of discovery of new oil fields in the fact of con- 
stant accelerating oil demands, these are serious problems, indeed, and have 
been becoming steadily more serious since shortly before the last war. 
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With domestic demand for petroleum to fuel diesel locomotives, hosts of trucks, 
tractors and automobiles, electric generators, home heaters, shipping and 
heavy industry growing at an astonishing rate yearly, surpassing even the 
peak war consumption long ago, and with the easing if this demand not even in 
sight, but on the other hand with new oil discoveries falling steadily behind 
consumption, this is indeed a situation to give the Congress concern. 

And for the Committee on Armed Services, charged by the House of Repre- 
sentatives with advice and leadership on questions of national defense, this 
situation is doubly troublesome. 

Petroleum and its products represented well over 50 percent, in fact, about 60 
percent of all tonnage shipped overseas in World War II. 


Now, that is an amazing statement, but it is accurate. That includes 
the tonnage not only of the men, their clothing and their food, but all 


their equipment, their tanks and guns and ammunition. [Continues 
reading : | 


Of the total tonnage of all shipping to Europe in World War II, 60 percent 
of it was petroleum or petroleum products. I recall riding with Senator 
Saltonstall, with Gen. Alexander Patch from his headquarters at Swabisch- 
gemuund through Heidelberg down through Augsburg to Munich, 160 miles, with 
vehicles of all kinds—big tanks, medium tanks, small tanks, caterpillars, bull- 
dozers, trucks of all sizes, scout cars, jeeps, transport trucks. 

I remarked, I recall, to the general, “‘How in the name of heaven did you ever 
get enough oil to drive all of this mechanized equipment?’ 

He said, “Well, Mr. Short, it staggers the imagination of anyone,” and he 
says, “These bombers flying over our heads are using much more juice than this 
ground equipment.” 

I said, “Yes, and vou are just heading the Seventh Army down here. When 
I think of Georgie Patton up there with the Third Army, and Hodges with the 
First, and Simpson of the Ninth—and this is just the Europe: an theater—when I 
think of the Pacific war, it simply staggers the imagination.” You wonder how 
in the name of heaven we ever got enough oil to drive all that mechanized 
equipment. 

This petroleum, it fueled our tremendous air striking forces, our thousands of 
tanks, our great truck convoys, our mighty fleet. It permitted, in short, our 
fueling a modern mechanized war. It was definitely an imperative for victory. 

And in the future, should another war come, regardless of our efforts to 
avoid it, petroleum again is certain to have a still greater military and naval 
significance. The volume required will not be enormous, it will be stupendous, 
and the vast military demands will be superimposed on a greatly enlarged 
civilian demand. The national defense is therefore inextricably profoundly 
involved in this great riddle, the great enigma of petroleum today. And this 
our committee proposes to probe into as far as our time will permit, to insure to 
the committee’s satisfaction that our national security needs for petroleum can 
be adequately met now and in the years ahead. 

The question properly developed would of course consume months of daily 
hearings, for it covers not only the entire oil industry of America and the world 
but also, among a myriad of other items, the steel industry, foreign affairs, 
the transportation industry and even the great coal industry of this Nation. 

The committee cannot go over all these things in the hearing. Time is simply 
unavailable. So we determined upon the alternative of proceeding only on 
selected items and postponing further explorations to more _ propitious 
circumstances. 


Then we began with Secretary Forrestal and the other witnesses in 
those hearings. 

Now, then, Mr. Chairman and members of the committee, I have 
been, as you stated in your opening remarks, tremendously interested 
in this problem. And I have had a continuing interest that has not 
faltered or weakened, but has rather inc reased with time and it has 
given me a great deal of concern. 

The first thousand years of our Christian history was written on the 
Mediterranean, the next thousand on the Atlantic, and perhaps the 
next thousand will be written on the Pacific. 
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I remember when MacArthur was fighting on a shoestring out. there. 
But we now know that thieves and robbers can come into your house 
by the back door. And perhaps the great threat to this Nation today 
is from Asia; or at least the hottest spot right now is in southeast 
Asia, Indochina and Formosa. 

And if we become involved in another global conflict, my concern 
is that we have an adequate and ready supply of petroleum on our 
west coast, to supply not only our great Air Force but our Pacific fleet 
in that big pond. And it is a pretty big pond out there. 

Those of us who have sailed over it and flown over it realize that, I 
think. 

So I have talked about this matter of an adequate supply of pe- 
troleum on the west coast not only with Admiral Radford on different 
occasions but other high military men in all branches of our services. 

I have discussed it with the Secret: iry of Defense, Mr. Wilson, on an 
occasion or two. And at least I imagine I have discussed it a half 
dozen times with the Director of War Mobilization, Dr. Flemming. 

And on January 29 of this year, January 29, 1955—I felt constrained 
and impelled to write Dr. Flemming a letter on this particular prob- 
lem, and I want to take the time to read that, Mr. Chairman, and then 
Iam through. 

It won’t take me long. 

(The letter is as follows :) 


JANUARY 29, 1955. 
Hon. ArTHUR S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. 0. 
My Dear Dr. FLEMMING: I am reluctant but feel constrained, only out of 
helpful intent, to tell you that in my opinion you have been misinformed and 
ill advised concerning the construction of an oil pipeline from west Texas 
to the Pacific coast. 


Mr. Suort. And following this letter, I want to ask permission of 
this committee to include a breakdown and document: iry evidence 
from official Government documents themselves and men in high 
authority both in the Government and in industry to support the 
points that I make in this letter. 


Mr. Chairman, without objection, I would like for this to follow 
the letter. [Resuming:] 


In your review of this matter I wish to state what I believe to be certain 
incontrovertible facts: 

1. It is evident that at the present time California is not producing an 
adequate supply of oil to meet its own peacetime domestic needs. And it is 
highly doubtful that if all the oil resources in California were tapped to capacity 
that an adequate supply could be furnished for any appreciable length of time. 

It must be admitted as statistics will show that for a considerable time more 
than 50,000 barrels of crude oil have been imported daily to California. If 
refined oil products are added to the crude imported you would have many 
additional thousands of barrels of petroleum products. 

Any intelligent and fairminded person knows that in an all-out war we 
would need much, much more oil on the west coast than at the present time. 

It also cannot be denied that the nearest, quickest, and most adequate supply 
to meet both our peacetime and wartime needs on the west coast are the rich 
oil fields in west Texas. 


2. It has been charged that there is not now sufficient refining capacity in 


California to take care of additional oil. This charge, it seems to me, will not 
hold water, because during World War II such greater supplies of oil were 
refined in California, and at the present time they have a refining capacity 
of 1,300,000 barrels daily. 
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Also bear in mind that the present refineries are operating considerably below 
their refining capacity. Furthermore, if Texas oil could be brought to the 
west coast, the refineries would certainly be built. 

Refineries would follow construction of the pipeline just as industries follow 
the power that is generated by hydroelectrict dams. 

3. Another false allegation, in my opinion, is that Texas oil could not be 
refined in California, or used because of the grade and character of Texas oil. 
This charge seems a bit silly since much Texas oil was used in World War II, 
and the reports of our Government’s own agencies show that Texas oil has a 
lower content of sulfur than California oil, and that high octane can be pro- 
duced from California, and Near East oil now imported, only by mixing high- 
grade Texas gasoline with it. 

I am not an engineer or a chemist, but some of the experts have told me 
that high octane can be developed from Texas oil, and we all know that our new 
modern jets use kerosene—not so far different from the old-fashioned coal oil 
we burned in our lamps at home not too many years ago. 

4. Transportation of oil by pipeline from Texas to California would cost 
somewhere between 50 and 60 cents a barrel, whereas the transportation from 
the gulf coast by tanker through the Panama Canal to California is three times 
as much. And if the canal should be bombed during a conflict the source of sup- 
ply from the gulf coast would practically be cut off. 


We can’t even get a carrier, a supercarrier of the Forrestal type, 
through the canal. [Resuming reading: | 


The lack of adequate railroad transportation from west Texas to California 
makes the transportation of oil even more expensive than by tanker—and tank 
ears rolling above the ground would be vulnerable to attack. 

Because transportation by pipeline would be cheaper, safer, and quicker, this is 
an irrefutable argument, which even the monopolists cannot answer. 

5. Experience in World War II proved how valuable and essential both the 
Lig and Little Inch pipelines were, that ran to our east coast. Those lines were 
very important, if not indispensable, to our victory in that conflict. The pipe- 
lines soon paid for themselves and the Government sold them at a profit. 

With the mounting tensions in the Pacific, and in the light of all the facts 
confronting us at this critical time, I believe that the construction of a pipeline 
from west Texas to the Pacific coast is long overdue, and is not only necessary 
but essential for our national defense. 


I might parenthetically state that under the previous administra- 
tion a certificate of necessity was granted for the building of a pipe- 
line from west Texas to the Pacific coast, but a certificate of essenti- 
ality has not been granted. That is the thing I would like to see 
done. And if it had been granted by the Director of War Mobiliza- 
tion, this hearing or study or survey would not be necessary. [Con- 
tinues reading :] 


In this air age we must have planes, trained pilots, and skilled mechanics to 
operate them, and bases from which they can take off. But without an ade 
quate supply of oil to fuel and drive these planes, neither the planes, nor the 
men, nor the fields from which they fly will do us any good. 

Again I want to state parenthetically it would be exceedingly stupid 
of us and we would commit an act of supreme folly to spend billions 
of dollars—seven million it cost to build one B-52 bomber—wouldn’t 
it be supreme folly for us to spend billions of dollars building up 
great air fleets of planes and spending more billions of dollars to 
train pilots and still more billions of dollars to construct airfields, 
with these long runways to accommodate the modern bomber and 
the fast jet, unless we can be assured that we will have enough 
juice or fuel that those planes consume at such an enormous rate 
today? [Continues reading :] 


An adequate supply of petroleum and petroleum products is necessary for our 
peacetime needs, and is absolutely indispensable to this Nation in time of war. 
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Therefore, I trust that without any further study or congressional hearing 
not only a certificate of necessity, which already has been issued, but that a 
certificate of essentiality can be granted without further delay, for the construc- 
tion of a pipeline from west Texas to the Pacific coast. This could well mean 
the difference between defeat or victory in another global conflict. 

My only interest— 


and I want this committee and the public to know— 


my only interest and concern is for the security of our Nation and the survival 
of our people. 
Sincerely yours, 
Dewey Sxorrt, 
Member of Congress. 

Now, that gives, I think, a pretty good background and a picture 
of our problem. 

I want to rather repeat something that the chairman said, but I 
think he said it more clearly and forcefully than I can. We are not 
on any witch hunt here. This is no inquisition. This is an objective 
study, a survey. We are concerned only with the defense of this 
Nation. 

I feel that this pipeline is long overdue. I would like to see it built 
by private capital. If it can’t be, then perhaps private capital and the 
Government working together. But this committee is charged with the 
defense of this Nation. While we have been appropriating billions 
for carriers and airplanes and construction of airfields and on training 
programs and building up a Reserve now, it would be foolish if we 
overlooked this very vital link in our whole chain of defense, of seeing 
that we have an adequate supply of petroleum, not only on the east 
coast, but also on the west coast where the greatest danger confronts 
us at this particular hour. 

I want to thank you very much, Mr. Chairman, and members of 
this committee, for being patient in indulging me to make these 
remarks. 

Mr. Hésert. Thank you, Mr. Short. 

Now, I think if I may suggest this: The document which you want 
filed, I think it would be of interest to the committee if you could 
summarize it, so the committee will know what is in it. 

I understand that is the document to support—— 

Mr. Snort. To support and substantiate 

Mr. Héserr. And that gives the figures? 

Mr. Suort. Yes. 

Mr. Heserr. I think it is very important that the committee be 
made cognizant of those figures at this time. 

Mr. Suorr. That is fine. 

Mr. Rivers. Mr. Chairman, before he does that 

Mr. Hésert. Mr. Rivers? 

Mr. Rivers. Could I inquire, Mr. Short, if you ever heard from 
Dr. Flemming on that very classic request you made of him? 

Mr. SHort. Yes. Dr. Flemming came up to my office and read me 
a statement or a report which a committee of three that he had set up 
had prepared for him and which had some good things in it, but some 
other things far from good. 

Mr. HEsert. Do you recall] the names of the members of that par- 
ticular committee to which you refer, Mr. Short? 

Mr. SHort. One man out of Denver. 

Who are the members of that Commission ? 
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Mr. Hérerr. Palmer Hoyt? 

Mr. SuHort. Palmer Hoyt was one. I forget the other two members. 

Mr. Hésert. We will get it from Dr. Flemming. 

Mr. Suorr. Yes; he will give you that. 

Mr. Rivers. Well, now, I had in mind: You said the certificate of 
convenience and necessity had been issued by the previous administra- 
tion, but that this other certificate 

Mr. Heéperr. Of essentiality. 

Mr. Rivers. Essentiality 

Mr. SHort. Has not been granted. Of course, there has been a 
shift in personnel, as the gentleman well knows, not only at the higher 
echelons, but some of the subordinate officers. 

Mr. Rivers. Yes. 

Mr. Suorr. Even a change in the setup of the old petroleum agency. 

Mr. Hé&zert. Mr. Short, for the benefit of the committee, will you 
explain the difference between a certificate of necessity and a certifi- 
cate of essentiality ? 

Mr. Suorr. I have never been able to understand it myself. 
[ Laughter. | 

Mr. Rivers. I think those words change with the administration. 
[ Laughter. ] 

Mr. Suort. Well, certainly they are subject to flexible meanings or 
interpretation. I really do not know. You have to have the second 
one in order to make the first effective. 

Mr. Heéserr. In other words—well, the Government participation 
is different in the two? 

Mr. Suorr. I don’t know. 

Mr. Courtney. Mr. Chairman, maybe we could clear that up. 

Mr. Heéperr. I think we should, because that is the key to this 
whole inquiry. 

Mr. Rivers. Yes, sir; that is very, very important to me. 

I am right now sufficiently confused. But you can go ahead if 
you want to give us the facts. 

Mr. Courtney. The certificate or the finding to which I believe Mr. 
Short is referring would be founded on an Executive Order of the 
President, No. 10469, which was issued by the President on Septem- 
ber 26, 1953. 

Mr. Héserr. Are you addressing yourself to a specific certificate of 
necessity ¢ 

Mr. Courtney. No. I am addressing myself to the source from 
which a certificate would flow by whatever name called. 

Mr. Rivers. That is right. 

Mr. Courtney. The authority. 

Mr. Rivers. Yes. 

Mr. Courtney. That was issued September 29, 1953. It is an invo- 
cation by the President of the powers granted as the order says, in 
the Defense Production Act of 1950 as amended. 

Now, without detailing the whole source material—it is all con- 
tained very fully in the order—section 310 says: 

The Secretary of the Treasury, hereafter in this section referred to as the 
Secretary, is hereby authorized to make loans (including participations in, or 
guaranties of loans) to private business enterprises, including research corpora- 


tions not organized for profit, for the expansion of capacity, the development of 
technological processes, and the production of essential materials, including the 
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exploration, development, and mining of strategic and critical metals and miner- 
als, exclusive of such expansion, development, and production in foreign coun- 
tries, as authorized by and subject to section 302 of the Defense Production Act 
of 1950 as amended. 

The functions assigned to the Secretary by this section include the adminis- 
tration and servicing of all loans (including participation in or guaranties of 
loans) made by the Reconstruction Finance Corporation prior to September 29, 
1943, pursuant to said section 302. 

Loans under section 310 (a) hereof, (1), shall be made upon such terms and 
conditions as the Secretary shall determine, (2), shall be made only after the 
Secretary has determined in each instance that financial assistance is not avail- 
able on reasonable terms from private sources or from other Government sources, 
and (3), shall be made only upon certificate of essentiality of the loan, which 
certificate shall be made by the Director of the Office of Defense Mobilization. 

Applications for loans under section 310 (a) hereof shall be received from 
applicants by the Secretary or by such agencies of the Government as the Secre- 
tary shall designate for this purpose. 

Now, that is the Executive order which confers the title of the certi- 
ficate of essentiality on an application in those circumstances. 

Mr. Heéserr. In other words, as 1 understand it, as I understand 
the order, the certificate of essentiality means Government participa- 
tion and support ¢ 

Mr. Courtney. It means either Government loan or guaranty. 

Mr. Héperr. Or guaranty. Whereas a certificate of necessity mere- 
ly provides for the construction of a line and the priority of essential 
materiel and the rapid amortization for tax purposes. 

Mr. Suorr. But, Mr. Chairman, I am no banker or financier. I am 
not so interested in the finances of the thing. What I am interested 
in is that we have an adequate supply of petroleum on that west coast 
in case of another global conflict. 1 don’t care who builds the line or 
how it is built, but just as long as we get that pipeline. We want it 
out there. 

Mr. Héperr. I understand that, Mr. Short. 

Mr. Suorr. And I think that is the thing for us to determine. 

Mr. Hévert. Well, I understand that. But I just wanted to get it 
on the record there. 

Mr. Suorr. Yes. 

Mr. Héperr. Because I understand you have said in your statement 
that a certificate of necessity has already been issued. 

Mr. Suorr. It has been. 

Mr. H&éperr. And now exists? 

Mr. Suorr. Yes. 

Mr. Hésert. Now to whom was that issued, do you know, or would 
Dr. Flemming be the one to know 4 

Mr. Suorr. He will give that information. 

Mr. Hésert. However, the fact remains that a certificate of neces- 
sity does exist. 

Mr. Srorr. Yes. 

Mr. Héperr. But that only provides for construction by private 

‘apital, of necessity. The only good a certificate of necessity really 
is for the acquisition and priority rights for essential material and for 
the rapid amortization of the money involved by private capital. 

(Mr. Short nods.) 

Mr. Héperr. Now, since the certificate of necessity does exist and 
has been issued and no pipeline has been constructed, then it is encum- 
bent upon this committee, and properly so—— 
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Mr. Suort. To see that one is. 

Mr. Heverr. To see that one is, if one is needed, and naturally if 
one is needed I think it must be with Government help since it is 
indicated that private capital can’t or is not interested at this time, 
is that right? 

Mr. Suorr. I think the chairman stated it very clearly. I think 
that is it. And it is up to us to determine whether or not we have an 
adequate supply out on the west coast at the present time or would 
have in case of an emergency. That is the objective study we want 
to make. 

Mr. Héperr. That is correct. It is simply a case of mathematics. 

Mr. Snort. That is right. 

The chairman has asked me to give you a breakdown of the figures. 

Mr. Héserr. I would like a breakdown of the figures for the benefit 
of the committee. 

Mr. Suorr. Now the first—this is— 

Documentary support for statements of Representative Dewey Short in a letter 


to Mr. Arthur H. Flemming, Office of Defense Mobilization, dated January 29, 
1955. 

1. Mr. Short’s statement of facts (first paragraph under point No. 1, p. 1, of 
Mr. Short's letter) : 

It is evident that at the present time California is not producing an adequate 
supply of oil to meet its own peacetime domestic needs. And it is highly doubtful 
that if all the oil resources in California were tapped to capacity that an adequate 
supply could be furnished for any appreciable length of time. 


Now what are the facts? 


(a) Present demand for petroleum products from district 5 for the year 1954 
is 1,066,998 barrels daily. 





That is supported 

All demand figures taken from the Bureau of Mines district 5 petroleum 
demand reports Nos. 61 to 71, inclusive. 

Mr. Hevert. What is district 5? 

Mr. Snort. That takes in California 

Mr. Hess. Washington and Oregon. 

Mr. Suort. No. There are about 4 or 5. 

Mr. Hénerr. Let’s designate them so we will know what we are 
talking about. 

Mr. Suorr. There are 4 or 5. 

Mr. Heévert. Western States. 

Mr. Suorr. Pacific coast States. 

Mr. He&verr. And that production is 1 million—— 

Mr. Snort. 1,066,998 barrels daily. 

These figures are from the Bureau of Mines: 1,023,410 barrels daily. 
Local demand—that is the local demand for use in district 5. 

Shipments from district 5 to Hawaii and Alaska: 36,216 barrels. 
And shipment from district 5 to other States of the United States, 
7,372 barrels daily. Which gives us a total of 1,066,998 barrels. 

Now the present crude-oil production in California is only 975,854 
barrels daily with a net of demand over supply of 91,141 barrels 
daily. 
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The demands for this region are 1,066,998 barrels daily. The 
present crude-oil production in California is only 975,854 barrels daily. 
Which shows a net of demand over supply of more than 91,000 barrels 
a day. 

Mr. H&sert. Do you know whether the supply is being met with 
outside oil, being shipped to California? 

Mr. Suorr. It is being imported. 

Mr. Heperr. It is being imported ? 

Mr. Snort. From the Near East and from South America. 

The total California crude production for year 1954 was 376,187,000 
barrels according to Oil and Gas Journal of January 31, 1955, at page 
149 (as follows) : : 


Estimated proved recoverable reserves of crude oil in the United States 


dhreoname of barrels] 


= 4 ; =e 


Proved reserves 








Proved I og eae , 
an. 1, | pein | vebhail duction Aso . ; Percent of 
1954) | | revisions Jan.1, | Ye%'S | United 
| | 1055 change States 
Alabama_--_- eden! 17, 000 0 586 1, 586 16, 000 —1,000 0.05 
Arkansas mal 359, 000 | 8,000 | 35, 682 28, 682 374, 000 15, 000 1.2 
Calif »rnia total .| 4,228, 000 43, 000 | 390, 187 356, 187 4, 305, 000 77, 000 14.0 
Castal | 878,000 | 10, 000 136, 779 92, 779 932, 000 54, 000 | 3.0 
Los Angeles .. ..-.| 1,239,000 | 5, 000 130, 444 116, 444 1, 258, 000 19, 000 4.1 
San Joaquin 2, 111, 000 28, 000 122, 964 146, 964 2, 115, 000 4, 000 6.9 
Colorado : ; 320, 000 34, 000 98, 751 45,75 407, 000 87,000 | 1.3 
Illinois____- } 682, 000 28, 000 46, 231 66, 231 690, 000 8, 000 2.2 
Indiana -_- } 63, 000 1, 000 7, 673 10, 673 61, 000 —2, 000 2 
Kansas ao a | 942, 000 | 28, 000 | 92, 039 118, 039 944, 000 2, 000 3.1 
Kentucky 82, 000 10, 000 34, 742 13, 742 113, 000 31, 000 .4 
Louisiana total__. : 2, 910, 000 50, 000 312, 681 236, 681 3, 036, 000 126, 000 9.9 
North 515, 000 10, 000 80, 351 47, 351 558, 000 43, 000 ee 
South 2, 395, 000 40, 000 232, 330 189, 330 2, 478, 000 83. 000 8.1 
Michigan. -_- fae 61, 000 2, 000 13, 985 11, 985 65, 000 | 4,000 | 2 
Mississippi } 351, 000 9, 000 38, 045 34, 045 364, 000 13, 000 1.1 
Montana 209, 000 2, 000 40, 177 14, 177 237, 000 28, 000 .8 
Nebraska x | 26, 000 6, 000 9, 678 7, 678 34, 000 8, 000 1 
New Mexico_-_- 815, 000 13, 000 135, 259 74, 259 889, 000 74, 000 2.9 
New York 50, 000 0 23, 240 3, 240 70, 000 20. 000 .2 
North Dakota 129, 000 500 110, 347 5, 847 234, 000 105, 000 .9 
Ohio 32, 000 | 150 4, 050 4, 200 32. 000 0 a 
Oklahoma 1, 798, 000 38, 000 286, 772 183, 772 1, 939, 000 141, 000 6.3 
Pennsylvania. - 111, 000 | 0 | 40, 120 9, 120 142, 000 31. 000 .4 
Texas total___ 15, 100, 000 134, 000 805, 914 918,914 | 15, 121, 000 21, 000 49. 2 
East 2. 900, 000 | 2. 000 30, 158 136, 158 2, 796, 000 |—104, 000 | 9.1 
Gulf coast 3,310,000 | 22,000 28, 114 190, 114 3, 370,000 | 60,000 11.0 
North ste 1,100,000 | 10,000 185, 659 110, 659 1, 185, 000 85, 000 3.8 
Panhandle. __- ‘ 375, 000 10, 000 60, 455 27, 455 418, 000 43, 000 1.4 
Southwest.-_._- 1, 320, 000 10, 000 90, 915 94,915 1, 326, 000 6, 000 4.3 
sais ccsds : 6,095,000 | 80,000 210,613 | 359,613 | 6,026,000 | —69, 000 19.6 
Utah Ji “4 38, 000 200 722 1, 922 37,000 | —1,000 | .12 
West V ‘irginia aoe SP 37, 000 0 1, 887 2. 887 36, 000 —1, 000 .12 
|” 1, 279, 000 12, 000 384, 842 91, 842 1, 584, 000 305, 000 5,2 
| GS ene ree 4, 000 £00 1, 234 734 5, 000 1, 000 01 
Total, United States__- 29, 643, 000 419, 350 2,914, 844 2,242,194 | 30,735,000 |1, 092, 000 100. 00 





1 Florida, Missouri, South De Dakota, Tennessee, Virginia, Nevada, Arizona. 
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Estimated proved recoverable reserves of natural-gas liquids in the United 
States, includes condensate, natural gasoline, and liquefied petroleum gases 


[Thousands of barrels] 


Proved reserves 

Proved ar . 1954 exten- ~ - Baca 
VE is- Qf ro- 
reserves | 954d sions and | 1954 pro 


Jan. 1, 1954| COVEMES | revisions duction As of Year’s pox 
€ ORS . ve 
Jan.1,1955! change States 
Arkansas 50. 000 175 2, 100 275 52, 000 2,000 | 1.0 
California 325, 000 2, 000 23, 900 30, 900 320, 000 — 5, 000 6.0 
Colorado ‘ ; 11. 000 300 500 800 11, 000 0 0.2 
Tilinois 17, 000 50 750 3, 800 14, 000 —3, 000 | 0.3 
Kansas 3 177, 000 1, 000 6, 000 5, 000 179, 000 2,000 | 3.4 
Kentucky ___--- 8. 000 120 8x0 2, 000 7,000 | —1,000 0.1 
Louisiana _- 650, 000 30, 000 89, 700 47, 700 722, 000 72, 000 | 13.6 
M ississippi omer 55, 000 140 — 2,780 2, 360 | 50 000 —5, 000 | 0.9 
Montana : 3. 000 10 190 200 3. 000 0 | 0.1 
Nebraska ei 3. 000 50 480 230 3, 300 300 | 0.1 
New Mexico 273. 000 6, 665 29, 700 11, 365 298, 000 25, 000 | 5.6 
Oklahoma -__-- 301, 000 5, 600 31, 200 20, 800 317, 000 16, 000 | 6.0 
Texas az 3, 036, 000 46, 000 319, 800 153, 800 3, 248, 000 212. 000 | 61.1 
West Virginia _ ; 28, 000 1, 000 8, 200 7, 200 30, 000 | 2,000 | 0.5 
W voming 51. 000 | 690 5, 500 2, 190 55, 000 | 4,000 | 1.0 
Others. _- 5, 000 50 700 50 5, 700 | 700 | 0.1 
Total United States | 4, 993, 000 93, 850 516,820 | 288,670 | 5,315,000 | 322,000 | 100. 0 
| | 


Substantially same figures will come from Bureau of Mines Mineral 
Survey reports. 

Production for California as a State is for practical purposes the 
same as district 5, for not until 1954 was there any production in 
the other 4 States of district 5, i. e., Washington, Oregon, Nevada, 
and Arizona—there is now 1 well in each of the latter 2 States. (See 
p- 150, Oil and Gas Journal of January 31, 1955, as follows) : 





Giant fields* versus all fields—Crude, condensate, and cycled products 


{Millions of barrels] 











1954 production Estimated ultimate ? Remaining reserves 
| 

State I xr | | | | 
Num-) all | Giant | Giants} All | Giant | Giants| All | Giant] Giants 
| stants fields | fields |percent) fields | fields ‘— fields | fields |percent 

| | 
NE 6 ENE xt | 65| 936.93) 497. 59} 53.11 33,260! 21,566 64.8) 15,500) 10,371 66.9 
Oailfornia.......... 38} 358.30) 272.13 76.0] 14,455) 12,040 83.3) 4,401) 3,343 76.0 
Oklahoma_------- es 22) 183.77 75. 67 41.2) 9,019 4,722 52.4) 2,018) 1,011 50.1 
Louisiana__.._..._._- 2 315) 252.82) 367.48 26.7} 6,289) 22,254 35.9) 3,751 3 932 24.9 
oS eee Seal 6; 118.04 27.09 22.9| 3,534 1,073 30. 4 944 311 32.9 
New Merxico-_.-.._--- cee 4; 74.89 26. 85 35.9) 1,700 808 47.5 961 309 32.1 
is ee. 5| 66. 23 26. 12 39.4] 2,279 1,354 59. 4 690 356 51.6 
Wyoming. .---_- ehbed 45 92.14) 423.37 25.4} 2,336) 41,050 45.4) 1,584 4395 24.9 
Cae 1} 45.75 22. 47 49. 1] 645 352 54.6 418 187 44.7 

New York-Pennsy!- 
Ot 2 12. 36 10. 25 82.9) 1,509 928 61.5 212 209 98. 6 
ea 3 35. 31 9. 96 28. 2 820 386 47.1 394 165 41.9 
Arkansas 3 28. 87 9. 64 33.4! 1,249 705 56. 4 394 109 27.6 
Montana... ave ane | 14.18 2. 68 18. 9| 407 113 27.8 237 35 5.0 
North Dakota_____- 1 5. 85 2. 52 43.1 276 146 52.9 263 139 52.9 
Other States...........- 0 55. 10 0 0} 2,500 0 0 442 0 0 
Total United States 171)|2, 281. 54/1, 073, 82 47.1) 80,278) 47, 507 59. 2) 32,209) 17, 872 55.5 


1 Fields with estimated recovery of 100 million barrels or more. 
2 Accumulated production to Jan. 1, 1955, plus estimated proved reserves. 
3 Includes all Rodessa field. 

4 Includes all of Elk Basin field. 
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Now those are facts. Now what is the opinion ¢ 
David E. Faville, of Stanford University, had this to say: 


Yet California’s oil production is not now sufficient to accommodate the daily 
needs of our greatly augmented population. We have become an importer of oil 
on a multi-miilion-dollar scaie. 

Until quite recently, California produced more oil than it used. Now, however, 
with our consumption even greater than the peak year of Worid War 11, it has 
been bringing in o11 for the past Z or 3 years to satisiy our requirements, and it 
is expecteu that this will continue. 

In fact we are importing about 67,000 barrels a day. 

2. Mr. Short’s statement (second paragraph under point No. 1, p. 1, of Mr. 
Short's letter) : 

“It must be admitted as statistics will show that for a considerable time more 
than 50,000 barrels of crude oil have been imported daily to California. If 
retined oil products are added to the crude imported you would have many addi- 
tional thousands of barrels of petroleum products.” 

Now what are the facts ¢ 

(a) 1954 imports of foreign crude into district 5 amounted to 51,348 barrels 
daily. 

The first 4 months of 1955 show this now to be 73,966 barrels daily. 
That is how rapidly the consumption is taking place out there, due to 
the influx of so many people. 

Missouri lost two Congressmen after the last census. California 
gained seven. We know what demands are made out there. 

(b) Imports into district 5 of products, natural gas, gasoline, and lube stock, 
from guli coast only, not including any other area, amounted to 12,386 barrels 
a day. 

Quotation from an address of David E. Faville, professor of marketing, Grad- 
uate School of Business, Stanford University, betore the Rotary Club of San 
Francisco, December 8, 1953. 

Complete figuies for year 1954 show 51,348 barrels a day. (This figure is 
arithmetic average of monthly fizure shown on table 16 of Bureau of Mines Min- 
eral Industry Surveys Monthiy Petroleum Statements Nos. 375 to 3a6, inciusive, 
excepting No. 305, which is a cumulative statement.) 

The figure I gave up here is the average for the first 6 months. 

3. The third statement I made: 

Any intelligent and fairminded person knows that in an all-out war we would 
need much more oil on the west coast than at the present time. 

Of course, Maj. Gen. S. D. Sturgis, Jr., Chief of Engineers of the 
United States Army, had this to say in an address before the construc- 
tion division of the American Society of Civil Engineers in New York 
City on October 21, 1954—last October. 

He says: 

But the petroleum needs of the last war are indeed only a fractional part of 
those we foresee should we become engaged in another world conflict. 

Commodore W. G. Greenman, United States Navy—we are all fa- 
miliar with Commodore Greenman of the United States Navy—said: 

For future emergencies involving the Pacific area we have studied the possi- 
bilities of putting in a pipeline comparable to the Big Inch, but then we find 
even with the railroads and the proposed pipeline operating at maximum capac- 
ity, we would still be short of oil sufticient to meet war operations in the Pacitie 
on a scale comparable to those of the last war. Consequently we must develop 
every source of oil west of the Rocky Mountains. 

Commodore Greenman said—he was director of the naval petroleum 
reserves and appeared often before our committees. And he made 

65499—55——2 
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that statement at hearings on the Navy Department appropriation 
bill February 28, 1946, at page 1735. 

Lt. Comdr. R. J. Brad ey, of the United States Naval Reserve, at 
hearing on the Navy Department appropriation bill in February of 
1946, at page 1729, also stated : 


Therefore, if we look forward to a future of oil on the west coast, where in 
time of emergency there simply would not be enough, not only to supply the nor- 
mal requiremeuts of the area, but where there would not be enough to fight a 
wir at all, we would have nothing to contribute. We would have to deny the 
civilians everything, if we are going to utilize it fully and, of course, you can’t 
do that because everything stops. 


And if the workers in our war plants out in those great airplane 
industries and the shipyards do not have gas to drive their cars to 
work—many of them live 20, 25 miles from where they work—our 
whole war effort breaks down. 

4. This is the fourth statement I made: 


It also cannot be denied that the nearest, quickest, and most adequate supply 
to meet both our peacetime and wartime needs on the west coast are rich vilfields 
in west Texas. 


5. Now what are the facts? 


a. By pipeline, rail, or truck it is about 1,000 miles only from the west Texas- 
New Mexico oilfields to the Los Angeles refining area. From Venezuela by 
tanker approximately 3,500 miles; from Saudi Arabia approximately 11,500 
miles; from Alberta to Vancouver by pipeline some 850 plus 1,300 miles by tanker 
from Vancouver to Los Angeles. 


You can see any road atlas or railroad timetable to substantiate 
those figures. 


(b) Whether by rail, tanker, or pipeline, west Texas fields are quickest—no 
authority needed. 


For that, it is an obvious fact. 


(c) Adequacy of supply: 

(1) As of January 1, 1955, west Texas-New Mexico had 22.5 percent of total 
United States crude reserves. (See Oil and Gas Journal of January 31, 1955, 
page 149, copy attached.) 

(2) Roth west Texas and New Mexico are currently preducing much less than 
their MER—4i. e., less than they could and still remove the oil in the most ¢ fficient 
manner, 

See letter from the Texas Railroad Commission to the West Coast Pipeline on 
the 13th of January 1955, and a letter from the New Mcxico Conservation Com- 
mission to the West Coast Pipeline dated January 13, 1955. 

(8) No other supply is under United States control at all times, 

Mr. Short’s statement of fact: 

“It has been charged that there is not now sufficient refining capacity in 
California to take care of additional oil. This charge, it seems to me, will not 
hold water, because during World War II much greater suplies of oil were 
refined in California, and at the present time they have a refining capacity of 
1,300,000 barrels daily. Also bear in mind that the present refineries are operat- 
ing considerably below their refining capacity. Furthermore, if Texas oil could 
be brought to the west coast, the refineries would certainly be built. 

“Refineries would follow construction of the pipeline just as industries follow 
the power that is generated by hydroelectric dams.” 


Now what are the facts? 


(a) District 5 refinery capacity on January 1, 1955, was 1,342,900 barrels 
daily. 


That is found: The Bureau of Mines, Petroleum Refineries, and 
so forth in District 5, January 1, 1954. Page 1 (January 1, 1954, 
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capacity plus additional capacity of 100,000 barrels daily constructed 
in 1954.) 


(b) All of the total capacity mentioned in subparagraph a above is located 
in California except for two existing refineries in the Northwest and the new 
General Petroleum, Ferndale, Wash., refinery. These 3 have a total of 60,000 
barrels daily. (Bureau of Mines, Petroleum Refineries in District 5, Jan. 1, 
1954, p. 1.) 

(c) Subtracting current district 5 crude production of 975,854 barrels daily 
from district 5 refining capacity of 1,327,400 barrels daily leaves total excess 
refinery capacity in district 5 on January 1, 1955, of 851,546 barrels daily. 

The Bureau of Mines Petroleum Refineries in District 5, January 1, 
1954, page 1. January 1, 1954, capacity plus additional capacity of 
’ ’ ’ 2 x 
100,000 barrels daily constructed in 1954 will give you those figures. 

They have a capacity of 351,546 barrels daily that they are not using. 

(d) Bulk of California refineries are located in Los Angeles area. 


That we will see when we go out, and one bomb would knock the 
whole business out. You would not have anything left. 


(e) Use of west Texas crudes will increase capacity of California refineries 
of gasoline, naphtha, and kerosene because of the high gravity crudes from 
Texas. Many California crudes are heavy with large percentages of residual 
fuels. The exact increase in the California refinery yields as a result of this 
-annot be ascertained but there should be no argument on the principle that the 
difference in the crudes is shown by the comparative refinery yields of the Texas 
inland and California districts in table 8 of the Bureau of Mines Mineral In- 
dustries Surveys Monthly Petroleum Statements Nos. 375 to 382, inclusive. 


6. Mr. Short’s statement of fact: 


Another false allegation, in my opinion, is that Texas oil could not be refined 
in California, or used because of the grade and character of Texas oil. This 
charge seems a bit silly since much Texas oil was used in World War II, and the 
reports of our Government’s own agencies show that Texas oil has a lower con- 
tent of sulfur than California oil, and that high octane can be produced from 
California, and Near East oil now imported, only by mixing high grade Texas 
gasoline with it. 

I am not an engineer or a chemist—-but some of the experts have told me that 
high octane can be developed from Texas oil—and we all know that our new 
modern jets use kerosene—not so far different from the old-fashioned coal oil 
we burned in our lamps at home, 

Facts: 

(a) At least 44 percent of all current production of crude in west Texas is 
“sweet crude’’—that is, of low sulfur content. The Texas Railroad Commission, 
in a report prepared for PAD—Petroleum Administration for Defense—Janu- 
ary 1, 1953, estimated 44.3 percent of the west Texas crude to be sweet and 
55.7 percent sour. 

(b>) In New Mexico (part of the west Texas field) 40 percent of current 
production is classified as “sweet.” 

See letter from the New Mexico Oil Conservation Commission to the West 
Coast Pipeline Co. dated January 3, 1955. 

(c) The average of California crudes are higher in sulfur content than west 
Texas crudes, as follows: 

West Texas crude, average percentage of sulfur content, 54 percent; Cali- 
fornia crude, average percentage of sulfur content, 1.01 percent. 


Bureau of Mines report of Investigations No. 4959 (March 1953), 
Analyses of Crude Oils From Some West Texas Fields, table 3, pages 
4 and 4A. 

This document has used 100 samples in the west Texas field and the 
sulfur and API gravity averages were arrived at on a straight arith- 
metical basis. 

Bureau of Mines report of Investigations No. 4289, Analyses of 
Crude Oils From 283 Important Oil Fields in the United States, 
table 1, pages 3 and 4. 
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The foregoing table gives samples of 57 California fields and the 
sulfur and gravity averages were arrived at by straight arithmetical 
averages on such fields. 

While this particular document also covers the State of Texas, it 
does not have the west Texas field separated from the rest of Texas 
oil and therefore could not be used on a comparative basis. 

This is the latest date on California that we have been able to 
find from the Bureau of Mines. 

Now, 7: 

Transportation of oil by pipeline from Texas to California would cost some- 
where between 50 and 60 cents a barrel, whereas the transportation from the 
culf coast by tanker through the Panama Canal to the State of California is 
3 times as much, and if the canal should be bombed during a conflict the source 
of supply from the gulf coast would practically be cut off. 

The lack of adequate railroad transportation from west Texas to California 
makes the transportation of oil even more expensive than by tanker—and tank 
cars rolling above the ground would be vulnerable to attack. 

Mr. Rivers. Will the gentleman yield there? 

Mr. SHorr. Yes. 

Mr. Heperr. Yes. 

Mr. Rivers. You don’t transport crude oil by tank cars for long 
hauls. It just can’t be done. 

Mr. Suorr. That is right. 

Mr. Rivers. That is a matter—everybody knows that. 

Mr. Suorr. The facts are the transportation cost of crude from 
west Texas to Los Angeles refinery area by railroad 

Mr. Rivers. All right. You can’t economically do it. 

Mr. Suorr. Wait a minute. Yes. But the transportation cost of 
crude from west Texas to Los Angeles refinery by railroad is $4.29 
a barrel. 

Mr. Rivers. Of course, you can’t do it. Anybody knows that. 

Mr. Snorr (reading) : 





(b) Rate per barrel by pipeline to gulf coast and by tanker from gulf coast to 
Los Angeles would perhaps be about one-third. 


Mr. Rivers. Why certainly. So youcan forget the railroads. You 
can’t do it. 


Mr. Suort. The pipeline transportation, west Texas to Los Ange- 
les, 50 cents per barrel. 

Mr. Rivers. That is right. 

Mr. Snort. Fifty cents per barrel, not $4.29, but 50 cents. How 
long would it take to pay for a line? 

Mr. Rivers. Liquidates itself overnight. 

Mr. Suorr. With that difference. 


(d) Limited railroad facilities—and bear in mind few of our own people that 
have traveled back and and forth across this country realize this. Railroad 
facilities are very limited from west Texas to the west coast. The small capacity 
of western railroads, only two single-track lines from west Texas to Los 
Angeles, were such that in World War II the movements of crude from Texas 
to the west coast were five times as difficult as moving the same amount to the 
east coast. 

And that is the history of petroleum for war—well to substantiate these 
facts. 

In addition World War II showed that the railroad transportation bogged 
down in the face of floods, blizzards, snow, and terminal congestion, and with 
the utmost of organization the railroads were never able to deliver more than 
35,922 barrels a day of crude to the district 5 refineries in World War II. 
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Now what an awful pounding our railroads took and how—you only have 
Southern Pacific, a direct line from west Texas to California. 

Of course the Santa Fe winds up through New Mexico and out across Arizona 
and finally gets there. 


It finally gets there. 
Mr. Rivers. The Toonerville route. 
Mr. Suorr. Now point 8. 


Experience in World War II proved how valutable and essential both the 
Big and Little Inch pipelines were, that ran to our east coast. Those lines were 
very important, if not indispensable to our victory in that conflict. The pipe- 
lines soon paid for themselves and the Government sold them at a profit. 


Importance of Big and Little Inch pipelines: 


Big Inch, the largest-diameter pipeline in the world, and Little Big Inch, 
the Nation’s longest, stood and still stand for oil’s most resounding victory 
over its most devastating foe—the shortage of transportation to the east coast. 
Without them, and all of the other elements in the PAW-oil industry pipeline 
program, even despite the tremendous accomplishments of all other transporta- 
tion facilities— 





and I don’t want to minimize the remarkable and magnificent con- 
tribution our railroads made, but not enough oil would or could have 
been moved in time for victory. 

The data on the profitable nature of pipelines and sale of pipelines 
at a profit are not yet available. 

But those of you gentlemen who were with me in Iran and Teheran 
and then down to Abadan and Bahrein in Saudi Arabia will recall 
they were constructing a 1,050 thirty-inch pipeline at that time 
across the north end of the Arabian Peninsula from Daran to Hiva 
on the Mediterranean. 

The length of that pipeline—of course it has been finished. It is on 
top of the ground. They have guards along the desert there, but that 
pe is 1,050 miles long, practically the same length that a pipe- 

ine would be from west Texas tothe Los Angeles area. 

Mr. Héserr. Any 

Mr. Snort. It is hard for you to follow all these figures as I gave 
it to you. 

But if you can see it in the record, substantiation is given to each 
charge made. 

Mr. Heserr. It has been very helpful for you to have given the 
committee these data so we will know exactly in what way we can 
approach the problem ahead of us. 

Thank you very much, Mr. Short. 

Mr. Rivers. Mr. Chairman. 

Mr. Hépverr. Mr. Rivers. 

Mr. Rivers. Mr. Chairman, I think with that classic, also dramatic 
statement, we could take a vote now. Our colleague has more infor- 
mation in his head than most of us have in these reports. But I would 
just like to say a word or two since I have been involved in this thing. 
I haven’t been in Congress as long as my distinguished colleague, but 
I have been here long enough to know better. [ Laughter. ] 

In 1943 this committee to which you referred, the then Naval Affairs 
Committee, of which my distinguished chairman was a member, and 
I had the great honor to be the chairman, purely because of seniority 
and not of ability; we rendered a report and we picked up quite a bit 
of information. We found out—now, here is what happened on the 
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eastern seaboard. And I won’t take long. And we don’t want this 
to happen on the western seaboard. We saw ships burning off my 
native South Carolina by the hundreds. Every night there was a free 
fireworks out there, coming off of Myrtle Beach and off Charleston, 
off Hatteras and off everywhere. The Germans picked them out and 
sunk them at their pleasure. They saved their ammunition, picked 
out the big ones and let the little ones through. That is how many 
they sunk. 

Anyway, we had no oil. It was cut down. And 70,000 tank cars 
were used to haul peng Anybody who knows anything about 
a knows that you don’t haul crude oil in tank cars over long 

aul, You just don’t do it unless you have got the Federal Treasury 
behind you. 

But we had the Treasury behind us, and we had 70,000 tank cars 
hauling crude oil to the eastern seaboard, particularly the great area 
of the Marcus Hook-Philadelphia area, where so much of it was 
done, and the Baltimore area and all of there. 

Anyway, that cost us up to $1 million a day. Because the only way 
we could haul it is by subsidy. The railroads couldn’t do it. They 
did a magnificent job. They burned up the equipment. They changed 
their schedules. But they delivered up to 1 million barrels a day. 
Never before has one industry done more for the survival of a nation. 
But we did something with the Big Inch pipeline, the Little Inch, and 
the other pipelines. We delivered 600,000 barrels of oil into the Phila- 
delphia area or the east coast area there by pipelines. We built it up 
that much. 

“s anyway—we proposed another pipeline, but that is water over 
the dam. 

But we also got another pipeline from the Permean Basin to the west 
coast. That is the west Texas oilfield to which my distinguished 
former chairman and colleague has referred, with such clarity. 

There was then, with the shortage of oil, Mr. Chairman, on the east 
coast and in the Nation, a surplus of at least 250,000 barrels a day in 
the west Texas oilfield that you couldn’t get out. 

Mr. Suort. They are hemmed in now. 

Mr. Rivers. And we then and there, on October 5, 1943, in this little 
report, which I think is prophetic, we didn’t dream it at the moment, 
but it has some prophesy. We then and there requested, in view of 
these things that happened, we recommended a pipeline from the west 
a oilfield to that area to which you refer in California, the Los 
Angeies. 

We had the costs. We had figures on that. And, Mr. Chairman, 
that is even more accentuated now and needed, some sort of trans- 
portation. 

Now, as the gentleman has given us, you can’t transport crude two 
ways economically, and that is by tankship or by pipeline. You just 
can’t do it. I think these supertankers might beat a pipeline a little 
bit, but darn little at that. 

Mr. Suorr. Would the gentleman yield in—— 

Mr. Rivers. Yes. 

Mr. Suort. We know now is the time if we are going to build a 
pipeline, now is the time, when we have the manpower and material 
available. 

Mr. Rivers. That is right. And time of peace to prepare for war. 
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Mr. Suorr. You can’t build a pipeline overnight. 

Mr. Rivers. That is right. 

Mr. SHorr. We can’t wait until we get into a war before we take 
care of the supply. 

Mr. Rivers. That is right. I was coming to that. 

Mr. Suorr. And I am awfully happy the gentleman from South 
Carolina brought out this point. 

In World War II we came dangerously near losing that war in the 
first few months when the Nazis, with only 150 submarines sank 54 of 
our 59 tankers carrying oil from Curacao and Aruba to our eastern 
seaboard. And the whole Atlantic Ocean, from Norfolk to Miami, 
the Atlantic coast off Virginia, the Carolinas, Georgia, and Florida, 
was asea of oil. It was “torpedo alley.” 

Mr. Rivers. That is right. 

Mr. Suort. Now then, if the Nazis with 150 submarines knocked out 
our tankers so rapidly as that, what will the Russians, who now, ac- 
cording to our best intelligence, have at least 350 submarines of the 
snorkel type—large submarines that travel at great speed and at great 
depths—why, our lifeline, if we depended on the supply from the 
Near East or from South America, we are simply gambling with fate. 

Our surest supply is from that west Texas field, by building a pipe- 
line from that west Texas field to the west west Texas field to the west 
coast. 

Mr. Rivers. Now, Mr. Chairman—and I thank the gentleman for 
that great contribution—we have to find some way to get this crude 
oil into that area. But there is another thing we have got to consider. 
The production in California goes up to the Washington-Oregon 
area, what oil they get up there, and what is brought in by tank ship. 
So the Washington-Oregon area has to get their crude either from 
California or by ship from other-sources. 

Mr. Snort. [ am sure—if the gentleman would yield there—we 
must bear it in mind. An attempt will be made to try to convince 
this committee that Canada will supply our needs on the west coast. 
Now, they have a little pipeline from Canada down to the Pudget 
Sound area. 

Mr. Rivers. Yes. I know about that. 

Mr. Suorr. But it is a small thing and it is a long way from Seattle 
to Los Angeles and San Diego, let me tell you that. And when we 
bring all the facts out—I am sure this committee will realize that 
Canada today is not producing a sufficient amount of oil to supply 
their own domestic needs. Canada is importing oil today, the same 
as the United States. We are importing over 1 million barrels a day 
into this country. 

Mr. Rivers. I understand that there is a lot of oil in Canada that 
these majors don’t tell you about until they have to. They have been 
drilling up there for a long time. 

Mr. Suorr. Yes, and if we get into a global conflict, that oil in 
Canada will go to the east coast. It wouldn’t come down to southern 
California. 

Mr. Rivers. Wait a minute. What we have to do, Mr. Chairman— 
I have heard of these figures. I have some figures in my back pocket 
on Canada. There is no use for me to put my whole information 
out. [| Laughter. ] 
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3ut I will give vou this much: I understand we can get oil from 
Canada, but I don’t believe we should kill our own economy and dry 
up west Texas. 

Mr. Snorr. That is it. 

Mr. Rivers. Because I have this much sense. And I run into some 
geologists and I run into a lot of people who call themselves geolo- 
gists. I think I could do about as well in that job as some of them, 
and I don’t know a geological book from a billy goat. But anyway, 
I understand if you don’t operate an oilfield, it deteriorates. 

Mr. Snort. Right. 

Mr. Rivers. You know we have to do something about this. We 
heard about Canada. We know about the Seattle area. And if they 
got so much oil in Canada, let’s pipe it into the Seattle area, and what 
is left over we will pipe down south into the California area and to 
San Francisco and Oakland and right on down to the Los Angeles- 
San Dievo area. But let’s get some transportation out of the west 
Texas field, Mr. Chairman. Time is a-wasting. We don’t want the 
spectacle on the west coast that happened to the people on the east 
coast. I remember one of the members of our committee—and I make 
a speech at the slightest provocation, too, Mr. Chairman. [ Laughter. | 

Mr. Héserr. I want to say to the gentleman, from the members 
who have spoken already, you will notice how objective this hearing 
is. [Further laughter. ] 

Mr. Rivers. I remember one member of our committee—he is de- 
ceased now and God, we revere his memory. He spoke about these 
poor New England people dishing out oil with tincups. And I made 
the observation that a cold South Carolinian was about as cold as 
a New Englander. Everybody was cold on the east coast because 
we couldn’t get fuel. New England and South Carolina were the 
same. 

Don’t let’s let that happen to the west coast. We ought to build 
two pipelines, Mr. Chairman. When they let these bids to find oil in 
the gulf area, of your native Louisiana 

Mr. Heéverr. We have the tidelands there. 

Mr. Rivers. Wait a minute. You are going to see the prices that 
are made by the majors and others that go out there and drill oil. 
Oil is needed. Let’s get plenty to the west coast and let’s go into 
another little thing and build another pipeline to the east coast. We 
need that one, too. Don’t laugh now. 

Mr. Héserr. Mr. Courtney, do you have a statement ? 

Mr. Courtney. Mr. Chairman, the notification of this meeting and 
the inquiry was sent to the Secretary of Defense and to the Secretary 
of the Interior and to the Office of Defense Mobilization. We have 
responses from all three sources, Mr. Chairman. And each of the 
three invoked the provisions of our rules, which I will make reference 
to, so the record will be clear at this point. 

Rule 7 of this subcommittee provides that when any member of 
the executive department shall have business before the subcom- 
mittee and matters affecting the national security shall be involved, it 
shall be the duty of such person or persons to advise the chairman 
of the subcommittee at least 24 hours in advance of his scheduled 
appearance of the contents of that portion of his proposed testimony 
which is classified, giving classification thereof and determination 
thereof in accordance with Executive Order 10501. 
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Now, Mr. Chairman, that is the Executive order of the President 
dated November 5, 1953. 

Gen. W. W. White is here from the Department of Defense, and 
the Secretary of Defense has advised us that the material to be pre- 
sented by General White is classified as secret. 

Mr. Héserr. In its entirety, Mr. Courtney ? 

Mr. Courtney. He has a short prepared statement which will be 
made, Mr. Chairman. 

The Director of Defense Mobilization, Dr. Flemming, has advised 
that there is a meeting of the National Security Council this morn- 
ing. He can be available and will be available at half-past 2 this 
afternoon. He invites attention to rule 7 which I have just read and 
he states: 

It will be necessary for me to discuss matters classified as secret pursuant 
to Executive Order 10501. 

We also have a response from the Interior Department, designat- 
ing Mr. H. A. Stewart, who is here present this morning. He in- 
vites attention to the provisions of rule 7 and the Executive order 
of the President. He is present and has a short statement to make. 

Therefore, Mr. Chairman, the question now is for the committee 
to rule on the matter of a closed session this afternoon and to hear 
such of the witnesses’ prepared statements as are ready for public 
consumption. 

Mr. H&éperr. Members of the committee, you have heard counsel 
read the request and the invocation of our own rule 7 by the three 
witnesses that we are to hear, in which they advised us that they 
will discuss secret matters; his desire to discuss secret matters before 
us, and ask that it be held in executive session. What is the pleasure 
of the committee ? 

Mr. SHort. Mr. Chairman, every member of this committee and 
those of us who served for any length of time know not only the de- 
sirability but necessity of not divulging highly secret or classified 
information that could give aid or comfort to the enemy. But over 
the long months and years that we have been here, we know that 
sometimes they throw a cloak of secrecy around a lot of stuff and 
then you read all about it the next day in the newspaper, and some 
of the stuff they give us, everybody knows already. 

I hope that these hearings and the study will be as open to the 
public as it is absolutely possible. I think the American people who 
have to do the fighting and the dying in wars and who foot the bills— 
they have to do the fighting and the dying and the paying. 1 hope 
that we won’t surround a lot of information with an aura of mystery, 
perhaps to cover up some mistakes that some people have made or to 
deny the public information to which it is due. 

Mr. Rivers. Mr. Chairman, at that point, I think—you might do 
well to start off in executive sessions to get your bearings. But can’t 
we have some of these people talk to our distinguished counsel and 
find out whether or not their testimony is of a character that they can 
call it classified ? 

We had one man come in here at one time with a lot of classified 
stuff that was about as classified as the man in the moon, and when 
we looked at it and told him to declassify it, I think he struck out 2 or 
3 “its” and 4 or 5 “thans” and sent it back to us. 
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Mr. Hérerr. Of course the members of the committee are well 
aware of the chairman’s attitude toward secret sessions and the use, 
as Mr. Short indicated, or using the desire or the request for a secret 
as a medium of covering something and not getting it into the light. 
However, in this particular case I discussed this matter with Mr. 
Courtney and Mr. Short previously, and Mr. Hess. Some vital 
things are involved. I direct the committee’s attention to the fact 
that I think it would be wise to accede to the request at this moment, 
and then after we do hear the testimony, we would be able to make 
our decision whether it is in the public interest to release it or not. 

Mr. Snorr. That is right. 

Mr. Héperr. Is the committee in agreement ? 

Mr. Suorr. That is very reasonable and very fair. 

Mr. Hevert. Mr. Hess. 

Mr. Hess. In order to get a complete picture of this whole situa- 
tion, I think we have to go into executive session with some of these 
representatives of the Defense Department, and as the chairman said, 
we can do just as we did in the instance that Mr. Rivers referred to. 

Mr. Courtney. Yes. 

Mr. Hess. After we have heard the testimony, we can ask the witness 
what portion of it can be released and then release it. 

Mr. Heéverr. The members of the committee may as well know: 
We are going to hear the war plans of this country. 

Mr. Suort. That must be in executive session. 

Mr. Heésert. You certainly can’t broadcast what the war plans are. 

Mr. Suorr. No. 

Mr. Hebert. The potentials and how the war is going to be fought. 
That is obviously what we are going to talk about. I am sure mem- 
bers of the committee agree that is not only secret but top secret. 

Mr. SHorr. That is right. 

Mr. Heeert. So secret that I am inclined not to even let the reporter 
take it down. There are no documents that can come from this com- 
mittee possibly in connection with that. 

So without objection, we will accede to the request of the three 
department representatives. 

Now, General White. 

Mr. Courtney. Mr. Chairman, may I interrupt the proceedings 
at this time for just a moment to make an announcement, since the 
afternoon session will be executive and the possibility of tomorrow 
we are not able to forecast. 

We have had inquiries concerning the witnesses who will be heard 
on the west coast. I have here a list of the witnesses and the asso- 
ciations who are to be heard, and with your permission, Mr. Chair- 
man, for the interest of interested individuals and concerns, I will 
read them. 

We have Mr. Robert L. Minckler, of the Western Oil & Gas Asso- 
ciation; Mr. Stark Fox, of the Oil Producers Association; Mr. D. B. 
O’Neill, of the Independent Refiners Association of California—all 
of these—Mr. L. R. Seaman, of the San Joaquin Valley Oil Producers 
Association, and Mr. Dan J. McGanney, of the Southern Pacific Pipe 
Lines, Inc., as prospective witnesses. 

The hearings are to commence in the Federal Building in Los 
Angeles on the morning of Monday, July 11, and to continue until 
the witnesses all have been heard. 
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Mr. H&perr. General White, will you identify yourself for the 
record, please ? 


STATEMENT OF BRIG. GEN. W. W. WHITE, REPRESENTING THE 
SECRETARY OF DEFENSE 


General WHire. Mr. Chairman, and members of the committee, I 
am Brig. Gen. W. W. White. I am Staff Director of the Petroleum 
Logistics Division, Office of the Assistant Secretary of Defense, 
Supply and Logistics, in the Office of the Secretary of Defense. 

The functions of my office, subject, of course, to the overall author- 
ity of the Secretary of Defense, are to determine Department of 
Defense petroleum policies and procedures, and to develop and imple- 
ment the Department of Defense petroleum mobilization program. 
It also determines what action must be taken to insure meeting the 
wartime requirements, not only of the United States military depart- 
ments, but also those of our allies and of the essential civilian activ- 
ities necessary to support the war effort. 

I respectfully remind the chairman and the committee that in 
accordance with the rules of the subcommittee furnished us, and in 
confirmation of our previous formal notification, it will be necessary 
to ask that rule 7 of the special rules of the subcommittee be invoked 
for the balance of my presentation. 

Mr. Heépzert. Well, General, you have heard the committee action 
on that request, and it is granted to you. However, I think there 
are several questions that the members of the committee would like 
to ask you at this time which I am sure can be answered in public. 

General Wuiter. Yes, sir. 

Mr. Heésert. To begin with, you are representing and speaking 
for the Department of Defense and the Secretary, Mr. Wilson; is 
that correct ? 

General Wurte. Yes, sir. 

Mr. Hésert. I direct your attention that when the last inquiry was 
held, when Mr. Short was chairman, that Mr. Forrestal, then the 
Secretary of Defense, appeared in person and supported the con- 
struction of a pipeline, as I recall it, then; is that correct ? 

Mr. Suorr. Yes. 

Mr. Hesert. What, then, is the position of the Department of De- 
fense today? Do you support a pipeline construction, or do you not 
support it? 

General Wurirr. We have already gone on record to the effect that 
we feel a pipeline such as has been discussed this morning would be 
of strategic value in time of war. It would broaden the mobilization 
base and it would be very definitely of strategic value. 

We feel 

Mr. Hésert. You then do support the construction of a pipeline? 

General Wuite. We have, on request of the Director of the Office 
of Defense Mobilization, so written and we have said that we support 
it to the extent of rapid tax amortization. 

Mr. Heéserr. In other words, to the extent of a certificate of 
necessity ? 

General Wurrr. Of necessity ; yes, sir. 

Mr. Hesert. You do not—or do you support it to the extent of 
a certificate of essentiality ? 
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General Wuire. No, sir. 

Mr. H&ésertr. You do not support it? 

General Wuire. No, sir. 

Mr. Rivers. So you just don’t support it ? 

Mr. Hésert. That is the official position of the Secretary of Defense 
and the Department of Defense? 

General Wuite. Yes, sir. 

Mr. Hésert. Now, will you tell the committee why you support it 
in one instance and in another you do not support it, after making 
the declaration that it would be a contribution to the war effort in 
times of emergency ? 

General Wurre. This policy, Mr. Chairman, was established some 
years ago, and has been reexamined periodically since that time. 

We have instructions from the Secretary of Defense which are 
policy instructions, and which indicate that at this time it is not felt 
by the Department of Defense that Government money should be 
used to sponsor a pipeline project. 

Mr. Hesert. If a pipeline is so essential in wartime, are we to 
measure our safety by dollars? Now, you are speaking for the Sec- 
retary, General. I am not trying to put you on the spot. He sent you 
down here to talk for him, so you have to talk for him. 

General Wuire. Yes; I will try. 

Mr. H&ésert. You can’t rely on policies or just generalities. If you 
can’t answer those questions we will have to have the Secretary him- 
self down here. 

General Wuirer. I can answer those questions, but the answers, I 
am afraid, Mr. Chairman, will involve material which has been classi- 
fied and not by us. 

Mr. Hesert. I am hard put to understand that reply, that in one 
hand 

General Wuirte. I don’t mean to be obscure, also. 

Mr. Heésert. I know that. You are operating within the limita- 
tions of your instructions. The committee recognizes that. However, 
at the same time it is the committee’s responsibility to get a definite 
answer. 

General Wuire. Yes, sir. 

Mr. Hésert. From the responsible head of the Department. And 
if you are his spokesman, then you either must say that you can’t 
speak for him or else we will have to have him in person down here. 
And, again, I say, I don’t see where any classified material is involved, 
I don’t see where any secrecy is involved, to answer the question which 
IT asked. On the one hand, the Department says this is needed for an 
emergency, and we will support it if the taxpayer pays for it, but we 
will not support it if the Government pays for it, and I ask you where 
do you draw the difference between dollars in our defense ? 

That is a very simple question. You will have to talk about clas- 
sified material to answer that? 

General Wurre. I would like to try to answer the question, if I may 
answer it. 

Mr. Hépserr. You are in a difficult position, General, and I want 
you to know we sympathize with that position, and I don’t want to 
press it. At the same time, if you can’t answer it we will have to have 
Mr. Wilson to answer it. 
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General Wurre. The answer to that was developed through the use 
almost exclusively of highly classified material, Mr. Chairman, and 
I don’t know whether I will get into trouble in talking in an open 
meeting about material which I know is classified. 

Mr. Hésert. All right, then. We will rest on that. We will talk 
to you this afternoon about it, and we will find out. 

General Wuire. Yes, sir. 

Mr. Hésert. We will make a determination on that. 

Mr. Rivers. Let me ask the general 1 or 2 other questions. You are 
in charge of what, General ? 

General Wuire. Petroleum, logistics division, in the Department of 
Defense, sir. 

Mr. Rivers. So you represent the whole defense outfit—Army, 
Navy, and Air Force? 

General Wurre. Insofar as petroleum is concerned; yes, sir. 

Mr. Rivers. Logistics means getting the right thing at the right 
place at the right time; is that right ? 

General Wuirte. Yes, sir. 

Mr. Rivers. All right, sir. If you were in a war in the Pacific how 
would you like to have a few extra barrels of crude on the west coast ? 

General Wuire. I would sure like to have it, sir. 

Mr. Rivers. How are you going to get them there? Fly them in 
the BX97? 

General Wuire. This afternoon I will be glad to explain to you, sir. 

Mr. Rivers. Well, I want to ask you this: What peculiar background 
do you have to make you occupy such an important position? Would 
you tell us a little about your background ? 

General Wuire. Yes, sir. How far back do you want me to go, Mr. 
Rivers? 

Mr. Rivers. Just as far back as your conscious will let you go. 
{Laughter.| You look like you are exactly about 39 years old. 

General Wuire. Thank you for the compliment, sir. 

Mr. Snort. I think the general is a graduate of two very famous 
schools. 

Mr. Rivers. Let us let the record show that. 

Mr. Snort. West Point and MIT. 

General Wuire. I graduated from the Military Academy in 1923, 
sir. Went into what was then the Air Service of the United States 
Army. After going through the flying schools and instructing as a 
pilot for several years I was sent to the Air Corps Engineering School, 
a is now the Air Force University of Technology at Wright 

ield. 

Shortly thereafter I was sent to West Point as an instructor. While 
I ‘was there the need became apparent for rewriting one of the text- 
books. So I was sent to Massachusetts Institute of Technology to do 
postgraduate work in order to do that. 

I didn’t go back to West Point until after that job was completed. 
I was reassigned out to Wright Field. 

In 1930 I resigned from the service and went with Standard Oil 
Co. of New Jersey, where I was technical manager of the newly formed 
aviation department. I worked in and around the New York area 
for about 4 years, and then was transferred to Europe, where I was 
made foreign aviation manager for the Standard Oil Co. of New 
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Jersey. I occupied that position until we got into the war, when I 
was called back here and was made aviation officer in the Petroleum 
Administration for War, which position I occupied until March of 
1945. 

I then went back to my company. 

Mr. Rivers. In 1945 you went back to the Standard Oil Co. of New 
Jersey ? 

General Wuire. Yes, sir. 

Mr. Rivers. Now Esso Standard Oil Co.? 

General Wuire. Esso Standard Oil Co. is one of the companies. 
The Standard Oil Co. of New Jersey 

Mr. Rivers. I know a lot about them. My stepfather spent 28 years 
with them. 

Mr. Hésert. All right, General. 

General Wuire. I was made vice president and director of the Esso 
Export Corp. in 1947, and held that position until I was recalled to 
active duty in February of 1954. I expect to go back to the Esso 
Export Corp. at the end of my 2 years of active duty, which will be in 
February of 1956. 

Mr. Rivers. Now, your background with an oil corporation 
wouldn't in any way influence your economic thinking of building a 
pipeline in time of peace to serve us in time of war; would it? 

General Wuire. It certainly would not, sir. 

Mr. Rivers. The producing companies of the Standard Oil Co. in 
Texas are the Carter—and they are all owned by the Humble; aren’t 
they? It isa kind of big outfit. 

General Wuire. I am not sufficiently familiar with what Carter 
does to know whether they produce in west Texas or not. 

Mr. Rivers. But you know they produce in Texas; don’t you? 

General Wuire. Carter? I don’t believe so, sir. 

Mr. Rivers. They must have stopped. 

General Wurre. That is merely my own opinion. 

Mr. Rivers. Since 1943. But, anyway, 1 know Humble is fairly well 
known in that part of the country. 

General Wuirer. Yes, sir. 

Mr. Rivers. Would the Standard Oil Co. of which you were for- 
merly associated—and I want to tell you I have the greatest feeling, 
for a member of my family worked with them, and they are my friends 
now. 

General Wuirte. Yes, sir. 

Mr. Rivers. But, of course, | am not against them. I am just pro- 
United States. 

General Wuire. So am I, sir. 

Mr. Rivers. Like you are. So nobody is reflecting on you. I just 
want to ask you: Your association would in nowise influence your 
thinking as to the building of a crude pipeline from the west Texas 
field to the west coast ? 

General age 38 Not in the slightest, sir. 

Mr. Rivers. I am sure it wouldn’t. I said your economic thinking. 

General Wurre. No; my economic thinking is just what my own 
brain can get out. 

Mr. Rivers. Of course, I wouldn’t reflect on your patriotism and 
you know that. 

Mr. Heéserr. General, when does your tour end? 
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General Wuire. In February of 1956. 
Mr. Héserr. This year you will end your tour ¢ 

General Wuire. Yes, sir. 

Mr. Hésert. And you will return to Standard Oil at that time? 

General Wurre. That is my expectation. 

Mr. Hésert. You are not on the payroll of the Standard Oil at this 
time ¢ 

General Wurre. No, sir. 

Mr. Héserr. And you are not paid any money at all from Stand- 
ard Oil? 

General Wuire. Yes, sir. 

Mr. Héperr. You are? 

General Wurre. I am collecting. 

Mr. He&perr. You are collecting ¢ 

General Wuire. Yes, sir. 

Mr. Héperr. Then you are on the payroll. 

General Wurre. No; I am not on the payroll. 

Mr. He&serr. Well, is it through stockholdings or salary ? 

General Wurre. I receive the amount of money which is the differ- 
ence between my normal salary and my present salary. 

Mr. Heéserr. 1 would say that is still on the payroll. They are 
taking care of you. You are not lesing anything serving the Govern- 
ment. In other words, your salary remains the same and Standard 
Oil at this time is compensating for the difference between your Gov- 
ernment salary and the salary of a vice president of Standard Oil? 

General Wuire. Yes, sir. 

Mr. Rivers. Of course they did that during the war. 

Mr. Héperr. I just want the record to show. There is no implica- 
tion in what I am asking you. 

Mr. Rivers. That wouldn’t make you “agin” them / 

General Wuire. No, sir; but it wouldn’t make me for them, either. 

Mr. Rivers. I want to say to you—I asked about your economic 
thinking, and you told me about your economic thinking. I don’t 
question your patriotism. I want you to understand that. 

General Wuire. Thank you, sir. 

Mr. Rivers. Nor your honesty, either. 

General Wurre. ‘Thank you, sir. 

Mr. Rivers. I don’t question that. 

Mr. Hépert. General, does the Standard Oil of New Jersey, the 
people that you are with, have any interests on the west coast ? 

General Wuire. Not that I know of, sir. 

Mr. Rivers. That is Standard of California. 

General Wurre. If they have any interest on the west coast, I don’t 
know about that. 

Mr. Rivers. That is Standard of California. 

Mr. Héserr. I am getting confused with all the Standards. 

General Wurrr. They have no relations. 

Mr. Hépzert. They have no relationships? 

General Wuite. No, sir. 

Mr. Hépert. Your people do not have any relationships or in- 
terests on the west coast, so far as you know ? 

General Wurre. That is correct, sir. 

Mr. Héserr. And you would know as the vice president ? 
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General Wurre. As a matter of fact, I better make that completely 
clear. We do as export corporation have bunker business out there 
which is handled through the Union Oil Co. and Standard of Cali- 
fornia. We have aviation businesses out there for our international 
airlines, which is handled by Union Oil Co., as a method of completing 
our international chain of servicing. 

Mr. Courtney. That is a distribution system ? 

General Wuire. A distribution. 

Mr. Hénert. Strictly a distribution. You don’t have any produc- 
tion or refining ? 

General Wuirr. Yes, sir. 

Mr. Rivers. That is production and not crude? 

General Wurre. That is correct, sir. 

Mr. Heserr. In other words, the construction or nonconstruction 
of a pipeline would in no way affect Esso Standard of New Jersey ? 

General Wuire. Not that I can think of in any way, sir. 

Mr. Rivers. I think the general is making himself clear. I am 
perfectly clear. 

Mr. Héserr. Mr. Short ? 

Mr. Snort. No. 

Mr. Hésert. Thank you very much, General. We will see you this 
afternoon at 2: 30. 

Mr. Courtney. Mr. Kendall, the general counsel of the Office of 
Defense Mobilization, is here. He has a short statement, Mr. Chair- 
man. 

Mr. Flemming, as you know, is with the Security Council this 
morning. 


STATEMENT OF CHARLES H. KENDALL, GENERAL COUNSEL, 
OFFICE OF DEFENSE MOBILIZATION 


Mr. Kenparit. Mr. Chairman and members of the committee, my 
names is Charles H. Kendall. I am general counsel of the Office of 
Defense Mobilization and am appearing this morning on behalf of 
the Director of the Office of Defense Mobilization to submit his open- 
ing statement on the matter being investigated by the subcommittee. 
Mr. Flemming very much appreciates the courtesy of the subcommittee 
in agreeing to hear him this afternoon in executive session since the 
details of the matter before the subcommittee which he then proposes 
to discuss carry a security classification. 

(The statement referred to follows :) 


STATEMENT OF ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF DEFENSE MOBILIZATION 


I appreciate this opportunity to give the views of the Office of Defense Mobil- 
ization on the need for improved facilities for the transportation of petroleum 
to the west coast as a defense measure. 

The Director of the Office of Defense Mobilization has a policymaking and 
coordination responsibility in connection with the necessary expansion of pro- 
ductive capacity and supply for national defense purposes. The Director is the 
certifying authority under section 168 of the Internal Revenue Code pursuant 
to which firms undertaking industrial expansion may be granted the right to 
amortize some part of the cost of such expansion for tax purposes over a period 
of 5 years rather than over the normal useful life of the facility. The Director 
is also the certifying authority for expansion programs for national defense 
purposes under title III of the Defense Production Act which authorizes certain 
other forms of Government assistance, including loans and loan guaranties. 
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In the determination of policies and in the certification of particular programs 
the Director of the Office of Defense Mobilization secures the advice of ap- 
propriate agencies of government having particular responsibility in the area of 
the proposed expansion. In the case of pipelines, applications for certificates are 
reviewed by the Oil and Gas Division of the Department of the Interior and by 
the Department of Defense, and their recommendations for action are con- 
sidered by the Office of Defense Mobilization. 

This procedure has resulted in the issuance of several certificates for tax 
amortization on pipeline construction, including two certificates for pipelines 
from west Texas to the west coast. One certified proposal was made by the 
West Coast Pipeline Co, and the other by the Southern Pacific Co. 

No certificates have been issued authorizing Government incentives to the 
construction of pipelines other than tax amortization. 

A determination of shortage to meet mobilization requirements is basic to 
the decision to issue a certificate. Requirements for pipeline expansion call for 
estimates of military needs by areas, which are supplied by the Department of 
Defense, and of other needs supplied by the Department of the Interior. Against 
these estimated requirements are placed the estimated supply figures, the dif- 
ference then becoming the basis for the establishment of an expansion goal. 
When such a goal is established specific proposals are reviewed by the appro- 
priate agencies and in the Office of Defense Mobilization and if the proposed 
construction would serve in some measure to meet the goal, a tax amortization 
certificate is issued covering that portion of the construction cost which serves 
a defense purpose. 

Certificates for Government assistance other than tax amortization are not 
issued unless it appears that tax amortization alone will not meet the defense 
need. Such additional aids are given separate consideration in the light of all 
the facts, involving as they do the risk of public funds. 

The results of Defense Department, Interior Department, and Office of Defense 
Mobilization studies of petroleum requirements and supply on the west coast 
are classified for security reasons. It is necessary, therefore, that my discussion 
of these matters be conducted in the executive session of the subcommittee this 
afternoon. 


Mr. Hépverr. Now, Mr. Kendall. 

Mr. Kenpatu. Yes, Mr. Chairman. 

Mr. He&perr. Can you tell the committee how many certificates of 
necessity are now in existence for the construction of a pipeline? I 
think you said presentations were made by the Southern Pacific Co. 
and the West Coast Pipeline. The language you use is one certified 
proposal was made by the West Coast Pipeline Co. and the other by 
the Southern Pacific Co. Were they issued 

Mr. Kenpatu. Yes, sir; they were issued. 

Mr. Hépnerr. They are issued and now in existence? 

Mr. Kenpauy. One certified proposal. A certified proposal was 
made by the West Coast Pipeline Co. and the other by the Southern 
Pacifie Co. 

Mr. Héperr. Any other certificates of necessity issued for the con- 
struction of a pipeline from thes west Texas fields to the west coast ¢ 

Mr. KenpDatu. No, sir. 

Mr. He&sert. These are the only two in existence? 

Mr. Kenpbatu. That is right, sir. 

Mr. Hésert. Have they utilized those certificates ? 

Mr. Kenpauu. It is my understanding that the Southern Pacific 
Co. has begun construction, but I am not certain of that, sir. 

Mr. Hévert. Because that is very important to know, if a line is 
being constructed now. 

Mr. Kenpatu. I am assured that is correct from people behind me 
who know more about it than I do. 

Mr. Hésert. Do you know what the terminals of Southern Pacific 
are ¢ 
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Mr. Kenna. No, sir; but there are people in the room who know 
much more about it than I do. Interior can tell you. 

Mr. Héserr. Interior can tell us? 

Mr. Kenpa.u. Yes, sir. 

Mr. Rivers. When you said pipeline, what kind of products? Prod- 
ucts line or crude line? 

Mr. Kenpauy. Again, I am not an oil man. I understand this is 
the Southern Pacific line you had reference to? It is being built for 
use as a products line. 

Mr. Rivers. Products line. But no crude lines are proposed, cer- 
tificated or in the process of being constructed, so far as you know? 

Mr. Kenpatu. Yes, the West Coast Pipeline Co.’s application is 
for a crude line. 

Mr. Rivers. Is that for crude? 

Mr. Kenna. I believe that is correct; yes. 

Mr. Rivers. I just wanted to find out. 

Mr. Kenna. That has been certified. 

Mr. Rivers. Do you know the diameter of that ? 

Mr. Kenna. No, I don’t, sir. 

Mr. Héserr. Interior Department witnesses can tell us that. 

Mr. Courtney. One question so we can tie this thing together. 

The certificate which you say has not been granted is s the certificate 
which would be issued under the authority of the President’s order of 
September 26, 1953 ¢ 

Mr. Kenpau. To which you earlier referred. 

Mr. Courtney. To which I have earlier referred. 

Mr. Kenpauu. That is correct. 

Mr. Courtney. That is the so-called certificate of essentiality ? 

Mr. Kenpauu. Yes. 

Mr. Heéserr. There is no certificate of essentiality ? 

Mr. KenpDaALu. No, sir. 

Mr. Hever. Mr. Fisher ? 

Mr. FisHer. No. 

Mr. Heépsertr. Mr. Short? 

Mr. Suortr. No. 

Mr. Hezerr. The witness for the Interior. 

Thank you very much, Mr. Kendall. 

Mr. Rivers. Let me ask him just one question. 

You don’t have any classified information in your possession that 
would prevent your being interested in the Government building a 
pipeline to carry crude, have you? 

Mr. Héserr. Well, Mr. Rivers, I may suggest that Mr. Kendall 
is not the one to answer that question since he is merely reading the 
statement of Dr. Flemming. Dr. Flemming will be here this afternoon 
and you can ask him the question. 

Mr. Rivers. Excuse me. I didn’t mean to embarrass you. 

Mr. Kenpauz. That is all right, sir. 

Mr. Hesert. Thank you. 

Mr. Courtney. Mr. Stewart. 

Mr. Suorr. In order to clear up the record here, I think I stated 
that the certificate of necessity was granted by the former admin- 
istration. I think perhaps I am in error. But when was the first 
certificate of necessity granted? If it is 1953, of course it was under 
this administration. What I wanted to say when I was making my 
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original statement: That a certificate of necessity had formerly been 
granted or previously granted. I didn’t know the exact date that that 
certificate was issued. 

Mr. KENDALL. I believe it was late 1952, Mr. Short. 

Mr. Suort. Late in 1952. Well, it was under the former adminis- 
tration, then. 

Mr. KENDALL, The present witness can answer that. 

Mr. Suorr. The date? 

Mr. Stewart. It was April 28, 1952. 

Mr. Suorr. Yes. It was, then, under the former administration. 
That was my impression. 

Mr. Stewart. Yes. 

Mr. Suort. Before the 1952 election. 

Mr. Stewart. Yes; April 28, 1952. 

Mr. Suort. Well, I was correct, then, in my statement. I didn’t 
want to commit an error. 

Mr. Courtney. Mr. Stewart. 


STATEMENT OF H. A. STEWART, DIRECTOR, OFFICE OF OIL AND 
GAS, DEPARTMENT OF THE INTERIOR 


Mr. Stewart. I am H. A. Stewart, Director of the Office of Oil 
and Gas of the Department of the Interior. On behalf of the Depart- 
ment, I will be glad to make available to this committee any infor- 
mation it may require on the petroleum situation on the west coast. 
This will include information on the potential supply of petroleum 
products on the west coast in event of war. 

A great deal of the information we have, of course, ties directly 
into classified information, and consequently it should be presented 
in the closed session this afternoon. However, the opening statement 
of the chairman and the quotation that Mr. Short made from his 
opening statement in a previous investigation of this same thing 
points up the major problem that my office has had on it since the 
Oil and Gas Division was first established in 1946. It is the one 
thing that this office has kept under constant study, continuously, 
not only for the west coast but for the entire petroleum supply and 
demand of the United States, both peacetime and wartime. ' 

We have to evaluate the peacetime and wartime petroleum require- 
ments of this country and coordinate the indicated requirements with 
the availability of crude oil, transportation facilities, and refinery 
capacities. 

We have given the west-coast aspects particular attention. Pe- 
troleum supply-demand studies were initiated by the Petroleum Ad- 
ministration for War during World War II. They were carried on 
after that war ended by the Oil and Gas Division in the Department 
of the Interior. During the Korean war the Petroleum Administra- 
tion for Defense made additional studies. Since termination of that 
defense agency on April 30, 1954, the Office of Oil and Gas (formerly 
the Oil and Gas Division) has continued to make petroleum and gas 
supply and demand studies and to make evaluations of the ability 
of the petroleum and gas industries to meet wartime requirements. 

In the course of these studies, the crude-oil supply for California 
refineries has received special attention, particularly the question of 
whether crude oil from west Texas would be required to keep these 
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refineries operating in either peacetime or wartime. The studies have 
indicated that in peacetime there is no need for a crude-oil pipeline 
from west Texas to California. In event of war there not only would 
be no need for such a crude-oil line, but west Texas crude oil would 
be needed to meet the petroleum requirements of the Eastern United 
States. 

The availability of crude oil in the California producing fields is 
closely in balance with the present refining capacity in the State of 
California. In event of war this would still be true. 

I will review briefly overall petroleum supply and demand of the 
entire west-coast area in order to give proper perspective to the Cali- 
fornia situation. 

The situation that Congressman Short and Congressman Rivers 
faced in the investigation they made in 1948 was of the petroleum 
supply and demand as it was then. The industry has changed, the 
country has changed, there have been major developments in a great 
many directions, and the situation as it obtains today on the west 
coast is materially different than it was in 1948. 

Mr. Rivers. Could I inject right there, since you departed from 
your written statement, Would an additional crude-oil pipeline to 
the East be a desirable thing from Texas in the event of war? 

Mr. Stewart. We have such an additional oil line in the Big Inch 
and the Little Inch. 

Mr. Rivers. No; youdon’t haveit. It only delivered 600,000 during 
the war. 

Mr. Stewart. Well, 600,000 plus 

Mr. Rivers. That won’t handle one-half of the population of the 
East. It might handle a half. 

Mr. Srewarr. Congressman, that is one of the things that we are 
deeply involved in studying. 

Mr. Rivers. The Big Inch and the Little Inch cannot supply the 
east-coast needs in time of war. I know they can’t do it in time of 

var. I don’t know what they can do in time of peace. I mean they 
carry gas now. 

Mr. Stewart. The Big Inch and the Little Inch alone can’t supply 
all of the crude that might be needed on the east coast. ‘ 

Mr. Rivers. That is the question I asked you. 

Mr. Srewart. But as of today we have a big pipeline system 
throughout the United States which 

Mr. Suorr. That is, you have pipelines from the Texas area to the 
East, but you don’t have any to the West. 

Mr. Stewart. We have them to the East. We don’t have them to 
the West. 

Mr. Rivers. Well, let me ask you this. You said that in time of war 
we need this west Texas crude for the East. 

Mr. Stewart. Right. 

Mr. Rivers. How are you going to get it out of there? 

Mr. Stewart. Through the present existing pipeline system. 

Mr. Rivers. To where? 

Mr. Stewart. To the east coast and up to the Central United States. 

Mr. Rivers. You could use all the production from the west Texas 
oilfield, and you have transporting facilities available now to deliver 


flush production to the east coast? That is my question. Answer my 
question. 
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Mr. Srewart. You are leading directly into an answer which I can 
quickly give you but which is classified. 

Mr. Rivers. Good God, during the last war 250 surplus barrels a 
day weren’t classified. 

Mr. Srewart. The answer to your question is as of the present 
classified, and I can’t give it to you this morning. I can really give it 
to you. 

Mr. Rivers. It is not classified—if we get in another war, the tankers 
will be piled up on the east coast again. And I don’t believe that the 
gas lobby in this country can prevent this committee from considering 
another crude pipeline to the East. I can tell you that. And I don’t 
know what inffabhices your figures, but I know the gas lobby has some- 
thing to do with what we need for the east coast. We use gas in South 
Carolina, but the pipelines we are going to build now might be used 
for gas in time of peace, and crude oil in time of war. I know what 
your answer is, in secret session. But you can give it that way; it 
suits me, any way you want to give it. 

Mr. Srewart. I will be glad to give it to you. And I think we can 
clear your mind on that phase. 

Mr. Rivers. I am pretty well confused now. [Laughter.] 

Mr. Hépzerr. Mr. Stewart, may I ask you a question, too, since you 
reverted to refer to Mr. Short. Mr. Short said they were importing 
some 60,000 barrels 

Mr. Suort. Fifty-one thousand barrels. 

Mr. Hérerr. Fifty-one thousand barrels of crude to the west coast 
and also that the refineries I think were 300,000 under capacity. 

Mr. Snort. Yes. 

Mr. Hézerr. How do you reconcile those figures, then, if it is in 
balance out there? 

Mr. Stewart. Wel, perhaps, if you will let me finish 

Mr. Hésertr. Go ahead and finish. He made the point there. I 
will let him finish the statement. But I want to stop him if he makes 
any point of misstatement. 

Mr. Stewart. I have the figures to substantiate these questions. 

Mr. Hesert. All right, if you will adhere to your written state- 
ment, we will get along faster. 

Mr. Srewart. I think it would be desirable to review briefly the 
overall petroleum supply demand of the entire west coast—not Calli- 
fornia alone but the entire west coast—in order to give perspective to 
the California situation. 

At the close of World War II California refineries met the petro- 
leum-product requirements of Washington, Oregon, California, Ne- 
vada, Arizona, and the Territories of Alaska and Hawaii, and had 
exports elsewhere in the Pacific. 

Since World War II the supply picture has changed. Pipelines 
have been built to move petroleum products from Montana, Wyoming, 
and Utah into Idaho and eastern Washington. Another product pipe- 
line between El] Paso, Tex., and Los Angeles, Calif., is under con- 
struction. These product pipelines make petroleum products avail- 
able in what once was the market of the California refiners. And of 
course dependent on California refineries for supply. 

Mr. Suorr. Mr. Stewart, could you tell us a fittie more about the 








eens that is now under construction from El Paso to Los Angeles? 
{r. Hépert. Is that the Southern Pacific line? 
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Mr. Stewart. It is the Southern Pacific pipeline, which is an 8- 
inch line. 

Mr. Suorr. An 8-inch line. 

Mr. Stewart. An 8-inch line from El Paso to Phoenix and a 12-16- 
inch line from Phoenix to Los Angeles. 

Mr. Suort. How much of that line is completed, or what mileage? 

Mr. Srewarrt. I can’t give you that. It is just actively under con- 
struction. 

a Rivers. How much crude oil will an 8-inch pipeline carry 
a day ? 

Mr. Stewart. An 8-inch pipeline will not carry very much. 

Mr. Rivers. As a matter of fact, Mr. Stewart, you are not building 
a small pipeline to carry crude for a long distance, are you? 

Mr. Srewarr. That is correct. And that pipeline would not be 
needed for crude, but it would be needed for cetoets. 

Mr. Rivers. Products, that is right, sir; yes, sir. 

Mr. Srewart. And the present capacity of the line is one thing, 
built and powered to meet the present commercial demand. That 
line can be stepped up by increased pumping capacity and perhaps 
by some looping, and it might have a capacity upward of 75,000 bar- 
rels a day of products. 

Mr. Rivers. Yes. 

Mr. Stewart. Now, it wouldn’t be used for crude oil at all. 

Mr. Rivers. If you build a 24-inch pipeline of tubular steel from 
FE] Paso to the area about which Mr. Short talks, how many gallons 
or how many barrels of crude do you deliver a day under normal 
conditions ? 

Mr. Stewart. Oh, probably 450,000, if you put enough horsepower 
on it. In addition to pipelines, two new refineries have been con- 
structed in the Ferndale area of northwest Washington. One of 
these has a rated capacity of 35,000 barrels per day. The second 
refinery, which will be completed within the next few months, will 
have a capacity of 50,000 barrels per day. These two refineries and 
refineries in the Vancouver area of British Columbia will get crude 
oil from the Province of Alberta, Canada, through the existing trans- 
mountain pipeline. This pipeline has a present capacity of 150,000 
barrels per dan. When needed, additional pumping facilities can be 
constructed to increase the capacity to 300,000 barrels per day. Crude 
oil is available in Canada to supply the line. The new refineries in 
northwest Washington can readily meet the products requirements 
of Alaska and contribute materially to the requirements of Washing- 
ton and Oregon. This will still further reduce the market of the 
California refineries. 

Rehabilitation and expansion of old refineries, construction of new 
refineries such as those in Japan, the Philippines, and Australia will 
largely meet the petroleum product requirements of the western Pa- 
cific. These refineries obtain their crude-oil supplies from Middle 
East and Far East sources. Planned construction of a new refinery in 
Hawaii will still further reduce the market supplied by California 
refineries. 

There has been another factor developing since World War II 
which has had and will continue to have an important bearing on the 
west coast demands for petroleum products. This is the increased 
transmission of natural gas from west Texas and New Mexico. At 
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present large natural-gas transmission lines are moving 1,200 million 
cubic feet per day of natural gas into California. This will shortly 
be increased to 1,800 million cubic feet. Another gas transmission 
pipeline is now under construction from New Mexico to the Pacific 
Northwest which is planned to move 300 million cubic feet of gas per 
day into the Washington-Oregon area. This gas competes directly 
with petroleum products both as an industrial fuel and for space 
heating. This total of 2,100 million cubic feet per day represents an 
oil equivalent of 350,000 barrels per day. 

It would appear therefore that the demand for products on the 
California refineries will be reduced to the extent that refineries else- 
where will supply part of the demand heretofore carried by California 
and in addition the California refineries will lose markets to natural 
gas. 

The remaining demand on California refineries will still be substan- 
tial and can be expected to increase, but the availability of crude oil 
in California will continue in sufficient amount to meet the refinery 
requirements. ‘To the extent that any deficiency in crude supply may 
develop, this can be readily supplied by the already existing trans- 
portation facilities. 

The future demand on California refineries will be largely for the 
lighter products, such as gasoline, kerosene, diesel fuel, and furnace 
oils. This will accelerate the evolution already under way under 
which the California refineries are increasing use of catalytic and 
coking equipment. This means that inste: ud of producing a large 
volume of heavy fuel oil, the refineries will be able to crack it and 
produce more of the lighter products. Consequently, there can be a 
material increase in demand for these lighter products without any 
increase in demand for crude oil. ' 

It therefore appears that there is not now and that there is no 
probability that west Texas crude oil will be needed in California in 
the foreseeable future. 

It appears equally evident that if and when additional crude oil 
is needed it can be provided more readily by moving Canadian crude 
by existing pipeline and tanker facilities than it could be by pipeline 
from west Texas to California through a pipeline which is not pres- 
ently constructed and for which there appears to be no economic 
requirement. 

With respect to potential wartime requirements, the critical limi- 
tation will be refinery capacity. The Bureau of Mines reports 1,250,- 
000 barrels per day of refining capacity in the State of California as 
of January 1, 1955. This rate of capacity would require approxi- 
mately 1,165,000 barrels per day of crude oil. The most recent in- 
formation we have available on California productivity of crude oil 

is 1 million barrels per day, to which should be added an estimated 
125,000 barrels of shut-in production in the Elk Hills Naval Reserve 
und 150,000 barrels per day readily available from Canada. 

This indicates that there is potentially available more crude oil 
than the California refineries can process. Consequently, there would 
be no justification for any Government financial assistance for a crude- 
oil pipeline to be built in peacetime from west Texas to California. 

The Office of Oil and Gas stands ready to furnish this committee 
with such additional information or data as may be required in this 
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investigation. However, much of this information is classified and 
can be presented only in an executive session of the committee. 

Mr. Hézerr. Thank you very much, Mr. Stewart. 

Mr. Stewart, how long have you occupied your present position 
with the Department of the Interior? 

Mr. Stewart. 514 years. 

Mr. Heéverr. 514 years? 

Mr. Stewart. Yes. 

Mr. Hésert. You are a career official, then ? 

Mr. STEWART. I am, in the past 514 years. Previously, I have had 
some 30 years’ experience in oil production i in the Rocky Mountain 
region of this country, much of it while in the employ of the Texas 
Co. in charge of their producing department in the Rocky Mountain 
territory. 

Mr. Hépsert. I ask you the question which we asked the general 
before. And I again emphasize there is no implication in this question 
except for the record. Because we readily recognize if you want to 
get an oilman you wouldn’t go in a shoe store. Naturally, you would 
go to oil people. 

Are you connected now in any way with any oil company? 

Mr. Stewart. No. I retired from the Texas Co. the 1st of Sep- 
tember of 1948. 

Mr. Héserr. Are you on a pension? 

Mr. Srewarr. I am on a pension. 

Mr. Héserr. From the Texas Oil Co.? 

Mr. Srewart. From the Texas Co. The pension is paid to me by 
an insurance company as a result of an annuity purchased jointly by 
me and the company. 

Mr. Hépnerr. And you are now a career 

Mr. Stewart. I am now a career Government employee. 

Mr. Rrvers. May I propound a question ? 

Mr. Héperr. Yes. 

Mr. Rivers. And your time was spent in the producing field? 

Mr. Srewarr. Production, primarily. 

Mr. Rivers. And you are familiar with the present existing—what 
is the word you use in the old business, surpluses—no, not surpluses. 

Mr. Srewarr. Reserve productivity. 

Mr. Rivers. Reserves ¢ 

Mr. Stewart. Yes. 

Mr. Rivers. The present reserves. 

Mr. Stewart. Reserves and productivity. 

Mr. Rivers. Yes, sir. Are you familiar with the present reserves 
of this country ? 

Mr. Stewart. Yes, sir. 

Mr. Rivers. And it is your considered judgment that in the Cali- 
fornia area in a time of war the reserves are suflicient to meet any 
a oa or requirement by the military ? 

Mr. Srewarr. Mr. Rivers, the point there is that regardless of the 
amount of crude oil you might have available you must have refineries 
to process it. 

Mr. Rrvers. That is right. 

Mr. Srewarr. The refineries are your bottleneck. And as of Jan- 
uary 1 of this year, the Bureau of Mines gives the California re- 
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fining capacity—that is within the State of California—at 1,250,000 
barrels per day. 

Mr. Rivers. And there is no way on earth you could utilize that? 

Mr. Srewarr. Utilize all of it—except that you can’t run a re- 
finery day in and day out at its rated capacity. 

Mr. Rivers. Of course, you can’t. You would burn it up. And this 
crude eats it up. 

Mr. Srewarr. The net result is that we have estimated that the 
California refineries as of now can handle 1,165,000 barrels per day of 
crude oil. 

Mr. Suort. How many are they actually handling today? You say 
they can. You have a refining capacity of 1,165,000 barrels per day. 

Mr. Stewart. That is a throughput rate, running to what amounts 
to full time. 

Mr. Suort. Yes. That is the maximum capacity, refining capacity 
in California. 

Mr. Srewart. In the State of California as of now, according to the 
Bureau of Mines. 

Mr. Suorr. How many barrels per day are you actually refining? 
Your maximum capacity is 1,165,000 barrels. But they are actually 
refining less than 1 million, isn’t it? Your present crude-oil produc- 
tion in California is only nine—well, you said about a million, 975,000 
barrels, or approximately 1 million barrels. 

Mr. Srewarr. For the first 4 months of this year, Mr. Short, the 
crude-oil demand by the California refineries was 1,040,000 barrels 
per day. 

Mr. Rivers. Well, your testimony is this: That they have sufficient 
crude in the California area to supply the maximum requirement ? 

Mr. Stewart. To supply all that the refineries can process. 

Mr. Suort. In time of peace. 

Mr. Rivers. In time of war. 

Mr. Stewart. In time of war, the basic capacity does not change. 

Mr. Rivers. Does not change. 

Now, you are also keeping in mind the need for synthetic rubber on 
the basic crude production and reserves. 

Mr. Stewart. Yes, sir. All of the byproducts. 

Mr. Rivers. And when I say refinery, I am talking about everything 
that uses crude oil. 

Mr. Stewart. Yes, sir. 

Mr. Rivers. Now, say the Elk Hills were denied you its flush pro- 
duction—and you can’t take a field and make it flush production all 
the time, can you? That is what they tell me. 

Mr. Srewarr. You can’t. But the figure that I have given is 
125,000 barrels shut in. 

Mr. Rivers. Yes. 

Mr. Srewart. That figure for Elk Hills is more conservative than 
the figures that are normally used for the Elk Hills production rate. 

Mr. Rivers. With the implementation to you now of reserve poten- 
tial of a modest addition from Elk Hills, your testimony is that we 
have ample crude to meet any eventuality ? 

Mr. Stewart. To keep the refineries filled. 

Mr. Rivers. To keep the refineries filled ? 

Mr. Srewart. Yes, sir. 
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Mr. Snort. In case of war you would need more refineries, would 
you not? 

Mr. Srewarr. You would need more refineries. 

Mr. Suorr. And you would naturally need more crude? 

Mr. Srewart. But bear in mind, Mr. Short, that it takes 2 years or 
more to build a modern refinery. Consequently, we can’t predicate war 
needs on the possible construction in wartime of such plants. 

Mr. Suorr. Today we are importing approximately 50,000 barrels 
daily into California? We are importing 50,000 barrels a day ? 

Mr. Srewarr. The imports average for the first 4 months of this 
year: 74,000 barrels to the entire Pacific coast. That includes the 
imports to the new refineries in the Washington area. 

Mr. Suorr. Yes, but you are actually importing around 50,000 
barrels a day into California ? 

Mr. Srewart. Yes. 

Mr. Suort. Where do these imports come from ? 

Mr. Srewart. The imports come from a variety of places—some 
from the Middle East, some from Borneo, some from Venezuela. 

Mr. Suorr. That is Aruba. 

Mr. Stewart. Some from Indonesia. 

Mr. Suort. That is right. 

Mr. Stewart. A variety of places. 

Mr. Suorr. Now, in case of war, and if the supply line were cut, 
where would you get this 50,000 barrels? You think California 
could supply it? 

Mr. Srewarr. California alone can supply 1,125,000 barrels and 
perhaps 1,175,000 if Elk Hills will do more than this 125,000-barrel 
figure I am talking about. Soin California alone we have substantially 
the amount of crude oil that could be processed. 

Mr. Suorr. How long would it take you to step up to that maxi- 
mum production ? 

Mr. Stewart. You should be able to step up to that very quickly. 

Mr. Rivers. As fast as you can connect the hoses and get the pumps ? 

Mr. Srewarr. A matter of days, probably. 

Mr. Suorr. Yes. 

Mr. Rivers. What is your knowledge of the Canadian reserve? 
Would you say there is now, insofar as you know, up there over 
1 billion barrels in Canada ¢ 

Mr. Stewart. Yes; there are well over a billion barrels. 

Mr. Rivers. Well over a billicn known reserves in Canada? 

Mr. Stewart. Yes. 

Mr. Rivers. Readily available? 

Mr. Stewart. Yes; except for pipeline outlet. 

Mr. Rivers. And you testified a while ago that there was adequate 
pipeline outlets there to the Seattle area ? 

Mr. Srewart. There is this Trans-Mountain Pipeline. 

Mr. Rivers. Yes. 

Mr. Srewarr., From Edmonton to the Puget Sound area. 

Mr. Rivers. Yes, sir. 

Mr. Stewart. Which has an actual capacity of 150,000 barrels. 

Mr. Rivers. Yes. 

Mr. Stewart. And a potential of 300,000 barrels per day. 

Mr. Rivers. Well, if we were in a war and everything, of course, 
would be regimented, is there enough available crude for that area? 
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Mr. Stewart. Oh, yes; and then some. 
Mr. Rivers. I am talking about transportable crude. 

Mr. Stewart. Transportable crude. 

Mr. Rivers. That is available. 

Mr. Stewart. The big job would be to transport it east. The pipe- 
lines to the east from the Alberta fields—pipelines to the southeast 
are not nearly as large. 

Mr. Rivers. You wouldn't have to rely on ocean tankers at all? 
You have pipeline capacity enough now to take care of the Washing- 
ton-Oregon area? 

Mr. Stewart. Yes. 

Mr. Rivers. And you have reserves now to take care of them? 

Mr. Srewart. Yes; ample. 

Mr. Suort. Though they are our good friends, do we have absolute 
assurance or guaranty in time of war that we would be supplied from 
Canada? 

Mr. Stewart. That is our biggest mainstay. 

Mr. Suorr. You would rather depend, then, upon the Canadian 
source than you would the source down in Texas? 

Mr. Srewarr. Mr. Short, the Canadian source is already tapped 
and there is a pipeline. 

Mr. SuHort. Yes, but in case of war suppose it would be cut off ¢ 

Mr. Stewart. Well, that seems to be a little bit 

Mr. SHorr. Farfetched ? 

Mr. Srewart. Farfetched to me. 

Mr. Suorr. Beyond the realm of imagination ? 

Nothing is impossible in these days of uncertainty. 

Mr. Srewarr. But bear in mind, too, that the overall petroleum 
demands in the eastern part of the United States, east of the Rockies, 
will probably absorb all of the producibility of Texas. 

West Texas crude would be needed to the east even more than it 
would be needed on the west coast. 

Mr. Suorr. If the war were in the Atlantic and not in the Pacific. 
Are you giving us now your military judgment ? 

Mr. Stewart. No, [ am not giving any military judgment. 

Mr. SHort. It depends on the type of war. 

Mr. Rivers. Civilian, too. 

Mr. Stewart. Crude oil is not needed in excess of the refining 

capacity on the west coast. 

Mr. Suort. Today, in time of peace, sir? 

Mr. Stewart. Today. 

Mr. Snort. In time of war we would need it, wouldn’t we? 

Mr. Stewart. We might need products, but we would not need 
crude because we would not have the refineries in which to process it. 

Mr. Rivers. How would you like to have a new products line from 
the west Texas area into the California area, or a new gas line? 

Mr. Stewart. We are getting new gas lines. 

Mr. Rivers. New gas lines ? 

How would you like to have another one in time of war, since gas 
has been taking the place of this other ? 

Mr. Stewart. A products line to the west coast in time of war 
might be very desirable. 

Mr. Rivers. You might look into that area. 
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Mr. Stewart. And in making that statement I join the average 
military man who would always like to have an extra 10 tanks or 
an extra battleship whether he needs it or not. 

Mr. SHort. That is right. 

Mr. Heperr. Mr. Fisher. 

Mr. Fisuer. Mr. Stewart, what is the size of the known reserves 
in California, oil reserves? 

Mr. Stewart. I can supply that, but I can’t quote it offhand. 

Mr. Fisuer. You spoke of the—I think that would be very im- 
portant, don’t you, in projecting ourselves into the future, would be 
the potential of production in California, as would be of course in 
Canada or the Permian Basin or anywhere else, in projecting our- 
selves into future demands. 

Mr. Srewarrt. We have undertaken to do that for a 5-year period. 
We can furnish that information readily this afternoon. 

Mr. Fisuer. I think it would be interesting to have that, the known 
reserves in California that you as an expert could rely upon. 

Mr. Stewart. The reserves, I am told, are currently between 314 
and 4 billion barrels. 

But the projection is another matter that I would rather discuss 
this afternoon. 

Mr. Fisuer. I see. 

Mr. Héserr. Well, thank you—are you finished at this time? 

Mr. Fisuer. Well, do you have similar information on the west 
Texas field or the Permian Basin ? 

Mr. Stewart. Yes. 

Mr. Fisuer. Just for the record. 

Mr. Heéserr. We will bring that. 

Are you finished now ¢ 

Mr. Fisuer. Yes. He can bring it later. 

Mr. He&serr. You will bring this afternoon that information Mr. 
Fisher asked you for? 

Mr. Stewart. Yes. 

Mr. Héserr. Thank you very much, Mr, Stewart. 

The Chair desires to make this announcement for the benefit of the 
press and the public, that this afternoon’s session at 2:30 will be in 
executive session, 

Only those cleared for secret information will be admitted to the 
committee room. And they will be cleared by the representatives of 
the departments which will be represented here, namely, Defense, 
Interior, and the Office of Defense Mobilization. 

We are not in a position to forecast when the next open meeting 
will be held, whether tomorrow morning will be open or closed. 

It all depends upon developments at the afternoon session. 

However, due notice will be made before tomorrow as to whether 
or not the session will be executive in order that interested parties 
may be present. 

The committee stands recessed now until 2: 30 o’clock. 

(Whereupon, at 12:18 p. m., the committee recessed, to reconvene 
at 2: 30 p. m. the same day—in executive session.) 





PGT DS Be attalbt yeaa 


RES A te 8 


ee ener 








yes 


3 


vest 


Mr. 


the 
ein 
the 
S of 
nse, 


ting 
d. 


ther 
rties 


vene 


4 








oe ee 





sph cela BNAL 0 





SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM 
PRODUCTS FOR THE WEST COAST OF THE UNITED 
STATES FOR MILITARY AND OTHER REQUIREMENTS 





MONDAY, JULY 11, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Los Angeles, Calif. 

The subcommittee met at 10 a. m. with the Hon. F. Edward Hébert 
(chairman) presiding, and the following members present: Mr. Hess, 
Mr. Rivers, Mr. Miller, and Mr. Short. 

Mr. Héserr. The committee will come to order. 

The Chair desires to make a statement at this time. 

For the information of the public in attendance upon this meeting, 
and the prospective witnesses, since we are meeting for the first time 
on this subject outside the city of Washington, I should like to state 
the precept under which the subcommittee is conducting this study. 
Weare directed to consider the following: 

1. The sources of supply of oil and other petroleum products 
for the west coast of the United States for military and other re- 
quirements ; 

2. The amount of oil and other petroleum products needed on the 
west coast of the United States to meet the ordinary military and 
other requirements; and 

3. Whether in the event of a national emergency there are ade juate 
supplies of oil and other petroleum products on hand on the west 
coast of the United States to meet all military and other requiren-ents. 

In Washington we have heard from the Department of Deieuse, 
the Office of Defense Mobilization, and the Department of the Interior, 

Because of the highly classified nature of some of the information, 
our hearings were held in closed session. However, the sessions here 
will be open to the public and the testimony will relate to information 
which is available generally tothe public. In short, we will be having 
the benefit of the expert opinion and advice of men qualified in the 
business, resorting to information which is available to them and to 
others. 

Our hearings here will continue through today, tomorrow, and 
Wednesday, if witnesses are still waiting to be heard; at the con- 
clusion of which we intend to view the physical properties and locations 
which have been discussed. 

The witnesses scheduled for appearance at these hearings, so far, 
are as follows: 

_1. Robert L. Minckler, president, General Petroleum Corp. and 
director of Western Oil & Gas Association. 
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2. Stark Fox, executive vice president, Oil Producers Agency of 
California; 

3. D. B. O'Neill, executive vice president, Independent Refiners’ 
Association of California ; 

4. L. R. Seaman, president, Intex Oil Co., and president, San 
Joaquin Valley Oil Producers Association ; 

5. Dan J. McGanney, vice president, Southern Pacific Co.; presi- 
dent and representative of Southern Pacific Pipe Lines, Inc. ; 

6. J. Grant Spratt, president, Trans-Mountain Oil Pipeline Co., 
Vancouver, British Columbia; 

7. Frank G. Miller, professor, petroleum engineer, Stanford Uni- 
versity, Palo Alto, Calif. 

Now, I say to all concerned that the subcommittee is willing to 
hear from every person having information bearing upon this sub- 
ject; not, of course, to repeat what has already been presented to 
the subcommittee, but to have the benefit of the views of interested and 
informed people on the west coast who may assist the Congress in 
arriving at a sound judgment in the matter upon which this sub- 
committee is directed to report to it. 

By way of background I may say to you that an inquiry of this 
general nature was conducted in the 80th Congress pursuant to reso- 
lution of the House. But the factual situation since that time has 
changed, we may assume, materially since the war. Our question, 
therefore, is whether, m the condition of things as they stand now, 
there is need for additional pipeline facilities from the Texas and 
central western fields and perhaps other sources to the west coast, for 
any burden that might be placed upon the economy and resources 
of that area in a national emergency. 

The subcommittee is desirous of obtaining all of the facts from in- 
formed sources so that there may be assembled in one place a source 
of information on this subject which will assist the Congress in ar- 
riving at an adequate and fair judgment of the problem as it exists. 

With that in mind, any person or organization having information 
which would be of interest to the subcommittee, is invited to contact 
our staff and arrange for presentation of that material. That is an 
open invitation. 

The public has been uniformly cooperative with the subcommittee 
in its inquiries, and of course we trust that this inquiry will be no 
exception to that rule. We recognize that much of this discussion 
relates to economics and to technical and scientific matters as well, 
and, therefore, we desire to draw upon information available in these 
categories, so that the findings of the subcommittee may be of value 
because fortified by a thorough factual background. 

Let me also state that the subcommittee has no preconceived notions 
and has not prejudged nor posreemines any portion of this subject. 
We approach the whole subject with an open mind to make a thor- 
oughly objective study. 

I think I should state that both Mr. Rivers and myself were mem- 
bers of the Petroleum Subcommittee of the Committee on Naval 
Affairs which made a study of pipeline transportation and the move- 
ment of petroleum products in 1943 during the 78th Congress. It 
may be interesting to note during that time and in that report, on 
page 13, we made the following unanimous recommendation: 
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It is urged that the responsible Government agencies be on the alert to guard 
against the occurrence of a situation on the west coast such as took place on 
the east coast in the past winter and spring. In such connection, it is recom- 
mended that the Petroleum Administration for War investigate the feasibility 
and desirability of constructing a crude-oil pipeline from the oil-producing 
regions of Wyoming to the refineries in the vicinity of Spokane, Wash. ; a products 
pipeline from central California north to the Columbia River; and a crude-oil 
pipeline from the west Texas and New Mexico oil fields to the Los Angeles 
refinery area, and report the results of such inquiry to this subcommittee. 

With that background and this information we are ready to proceed 
with the hearings. 

However, at this time I want to call the subcommittee’s attention to 
a telegram which has just been received from former Senator Ernest 
W. McFarland, now Governor of Arizona, in which he requests thusly : 

Hubert Merryweather, who is assistant official representative of the State of 
Arizona on the Interstate Oil Compact Commission, of Tumacacori, Ariz., is 
desirous of appearing before your subcommittee holding hearings in Los Angeles 
on the question of sufficiency of supply of oil on the coast and in Arizona in the 
event of war or emergency. Would appreciate your accommodating Mr. Merry- 
weather if at all possible, 

Mr. Courtney has already replied to that telegram and has invited 
Mr. Merryweather to appear this afternoon after the last witness or 
tomorrow morning, at his convenience. 

Now, the first witness this morning, and in the order in which I 
named them, will be Mr. Robert L. Minckler. 

Mr. Minckler, are you present ? 

Mr. Minckuer. Yes. 

Mr. Heéserr. Will you please take a seat at the table? 

Mr. Courtney. Mr. Chairman, may I interrupt a moment? 

Mr. Hernerr. Mr. Courtney. 

Mr. Courtney. For the convenience of the press and so many of the 
technical and trade journals and other informational media that are 
interested in this hearing, copies of the text of the chairman’s state- 
ment and of the prepared statement of Mr. Minckler and other infor- 
mation in reasonable quantities are available for you here. 

Mr. Hésert. All right, Mr. Minckler, you may proceed. 


STATEMENT OF ROBERT L. MINCKLER, PRESIDENT, GENERAL 
PETROLEUM CORP., AND DIRECTOR OF WESTERN OIL & GAS 
ASSOCIATION 


Mr. Mincxter. My name is R. L. Minckler. I am president of the 
General Petroleum Corp. I am appearing for the Western Oil 
and Gas Association, of which I am a member of the board of di- 
rectors. 

Western Oil and Gas Association is the oldest and largest pe- 
troleum trade association in the West. Its member companies account 
for approximately 80 percent of the crude oil produced in California 
and a like percentage of the refining capacity in the State. 

Mr. Rivers. May I interrupt right there, Mr. Chairman? 

Mr. Heperr. Mr. Rivers. 

Mr. Rivers. What percentage of the explorations? 

Mr. Mrncxster. Well, that is a difficult question to answer. 

Mr. Rivers. Roughly 25 percent? 

Mr. Mrincxter. Oh, no, considerably in excess of that. 
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Mr. Rivers. Yes. 

Mr. Héserr. All right, continue. 

Mr. Minckter. Our association appreciates the opportunity of 
appearing before your committee on the subject of a Texas-California 
crude oil pipeline. Further, we appreciate your decision to hear us 
in Los Angeles and your time and effort involved in doing so. 

I should like to have the position of our association in this matter 
clearly understood. The association takes no position as a normal 
thing in matters concerning construction projects, supply and de- 
mand of petroleum products, and economic effects. If the promoters 
of this line were to construct the line from Texas to Los Angeles 
as a normal business operation, our association would take no posi- 
tion either in favor of the project or opposed to the project. At the 
present time a pipeline is being constructed between west Texas and 
the Los Angeles basin. It is a products line through which oil prod- 
ucts will be moved from Texas and from southern California into 
Arizona. Our association has not even discussed this project. 

There are at the present time pipelines between Texas, New Mexico, 
and California, through which 1,400 million cubic feet per day of 
natural gas comes into the California market. These gas lines bring 
in heating values equal to approximately 250,000 barrels of oil per 
day. Our association did not even discuss these lines. 

What we are opposed to in the project you are considering is that 
the line is to be subsidized by the Federal Government. This is, we 
believe, an improper and wasteful use of public funds. 

The justification for Government subsidy is supposed to be that 
there is a shortage of crude oil in this area and that in the event of 
war there would be an extreme emergency created, due to a shortage 
of crude oil in this area. Neither of these statements is true. 

I should like to file with your committee a series of charts which I 
will run through and summarize, which have been prepared to bring 
into focus a considerable volume of statistics and other facts pertinent 
to our past, present, and future supply-and-demand situation in the 
Western States on both a peacetime and wartime basis. These charts 
are in front of you. 

Chart I (exhibit 1) is a map of this part of the country. It shows 
the location of oil-producing areas, oil-refining centers, and trans- 
portation facilities for the movement of oil and gas into the Western 
States. The refining centers of Vancouver, British Columbia; Salt 
Lake City, Utah; and the oil-producing areas and oil-refining centers 
of California have been long established. Except for these, every- 
thing on the map is new since World War II, representing an enor- 
mous expenditure of money and effort in the performance of our public 
duty. 

Since World War II the population of this area has increased at 
very rapid rates and in very large numbers. The demands for energy 
have increased at even greater rates. Despite this, there has been no 
shortage of oil products in this area, and the requirements of the 
people have been satisfied. This has been made possible by increases 
in local production and by the transportation and refining projects 
shown on the map. 

I should like to describe these projects as they appear on the map, 
starting from the north. 
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You will note the long dashed red line, starting at the Peace River 
country in British Columbia, extending south into Washington and 
Oregon, thence east and southeast through Idaho, Wyoming, and 
Utah, Colorado to the San Juan Basin of New Mexico, with stub 
lines leading to Spokane, Wash., and San Francisco, Calif. This is 
the gas-line project of the Pacific Northwest Pipe Line Corp., West- 
coast Transmission Co., and the E] Paso Natural Gas Co., which will 
bring gas into this area from the large reserves in the Peace River and 
San Juan Basin areas. 

Mr. Rivers. Under construction? That is under construction ? 

Mr. Mincxkter. It is authorized. I am not certain whether it is 
under construction or not. 

The next project shown on the map is the Trans-Mountain oil pipe- 
line, which transports crude oil from the Alberta oilfields near Ed- 
monton to the Puget Sound area. 

Next is the Puget Sound refining area, which is being newly devel- 
oped, with additional refining capacity in the older Vancouver, Brit- 
ish Columbia, refineries, a new refinery at Kamloops, British Colum- 
bia, a new refinery now operating at Ferndale, Wash., a new refinery 
now under construction at Anacortes, Wash., and a new refinery 
planned for Tacoma, Wash. 

The next item is the Yellowstone pipeline, a products line leading 
from the refining center of Billings, Mont., to Spokane, Wash. 

Next is the Salt Lake pipeline, a products line leading from the 
refining center of Salt Lake City through southern Idaho to Spokane, 
Wash. 

Next is the Pioneer pipeline, a products line leading from the 
refining center of Sinclair, Wyo. to Salt Lake City, Utah. 

Next is the crude oil line from western Colorado to Salt Lake City. 

Next are the E] Paso Natural Gas Co. lines leading from west Texas 
and New Mexico into California. 

Next is the Southern Pacific Pipe Line Co. products line from the 
refining center of El Paso, Tex. to Phoenix, Ariz. and the products 
line from Los Angeles area to Phoenix. 

As I said, these are all projects which have been undertaken since 
the close of World War II for the purpose of increasing the supply 
of hydrocarbons in the Western States. None of these have been 
built or operated by Government subsidy. They represent the normal 
operations of private, competitive enterprise. 

I should like now to discuss the effect of these and other projects 
upon the supply position in the Western States. 

Please refer to chart II (exhibit 2) which shows the increase in 
crude-oil production and crude-oil reserves of California since the 
close of World War IT. 

The increase in production of crude oil and natural gas liquids in 
California since 1946 has been 136,000 barrels per day, or 15 percent. 
During the same period the proved reserves of crude oil and natural 
gas liquids have been increased 593 million barrels, or 16 percent. 
There has been no deterioration in our reserve position as related to 
our current production position. 

We believe that the present rate of crude oil production in Cali- 
fornia can be maintained for a considerable period of time. It is 
believed that our offshore reserves, which can now be developed under 
new Federal and State legislation, will be important sources of future 
65499554 
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crude oil production. It is believed that the possibilities of increased 
crude oil production in California by secondary recovery methods are 
great. There is some crude oil production in Nevada and Utah. 
There are possibilities in all of the other States in the area. We 
believe that an aggressive exploration program in this area will uncover 
additional reserves. 

Our conclusion, based upon an intimate knowledge of local condi- 
tions, is that the present rate of crude oil production in the Western 
States can be continued for a long time to come. 

Please refer to chart III (exhibit 3) which shows the details of 
other increases in hydrocarbon supplies in the Western States since 
World War II. 

The bar at the top of the chart shows the increased refining capacity 
in Utah since World War II, amounting to 52,000 barrels per day. 
This affects west coast supply and demand balance in two ways: It 
eliminates the necessity of shipping from coastal refining centers into 
the interior regions. Through the Salt Lake pipeline it makes prod- 
ucts available for southern Idaho, eastern Oregon, and eastern Wash- 
ington. 

The next part of the bar at the top of chart ITI shows the 40,000 
barrels added products pipeline capacity into the Western States 
through the Yellowstone pipeline from Montana, and the Pioneer 
pipeline from Wyoming. ‘Thus, there has been added potential supply 
capacity, amounting to 92,000 barrels per day, with the Rocky Moun- 
tain area of the United States as the source of supply. 

The next bar on chart III shows the crude oil imports from over- 
seas into the Western States, which in 1954 amounted to 48,000 barrels 
per day. 

The next bar on chart III shows the capacities of the Trans 
Mountain Pipe Line from Alberta to the Puget Sound area. This 
line is currently supplying more than 50,000 barrels per day crude 
oil for refineries in the British Columbia area. Prior to construc- 
tion of this line, this market was supplied principally by California 
crude oil and products, so this increases the supply available in the 
Western States. 

The Trans Mountain Pipe Line is currently supplying 27,000 bar- 
rels per day to the refinery at Ferndale, Wash., and 17,000 barrels per 
day aed been nominated for the month of July for the initial supply 
of the refinery now under construction at Anacortes, Wash. The 
total nominations for movement through the Trans Mountain Pipe 
Line for the month of July 1955 amount to 101,000 barrels per day. 
There is at present a totally installed capacity through the Trans 
Mountain Pipe Line of 150,000 barrels per day and an additional 
150,000 barrels per day is available by adding pump stations on the 
line. There are adequate crude oil supplies available from the Alberta 
oil fields for operation of this line at capacity. 

Thus, the actual and potential increase in supplies available through 
installed facilities since World War ITI amounts to 426,000 barrels 
per day, made up of increase in California production of 136,000 bar- 
rels per day; increased availability of crude oil and products from 
the Rocky Mountain area 92,000 barrels per day; crude oil imports 
from overseas 48,000 barrels per day; and capacity of Trans Mountain 
Oil Pipe Line 150,000 barrels per day. 
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An extremely important increase in hydrocarbon supply for the 
Western States has been the import of natural gas from Texas and 
New Mexico. This is shown on the bar at the bottom of chart ILI, 
and at present amounts to the equivalent of 250,000 barrels per day 
of petroleum. 

Chart IV (exhibit 4) shows the amplification of pipeline transporta- 
tion into the Western States which are currently handling most of 
the new supplies shown on chart III. All of these projects are new 
since World War II, and chart IV shows how they can be increased 
or converted to make possible a still greater movement of supplies. 

The first bar on chart IV shows the Trans Mountain Crude Oil 
Pipe Line. It has a present capacity of 150,000 barrels per day. This 
can be increased, as I said, to 300,000 barrels per day. 

In connection with the increase in refining eapacity in the Utah 
area, the capacity of crude oil pipelines from Colorado to Utah has 
been increased by 45,000 barrels per day. ‘This is shown in the center 
bar on chart IV. 

At the bottom of chart IV is shown the effect, actual and potential, 
of the new products lines built since World War II. The products 
lines from Salt Lake City to the Pacific Northwest have a capacity 
of 42,000 barrels per day. The Yellowstone line from Montana to 
Washington has a ay Te capacity of 30,000 barrels per day. The 
products line now building from Texas to Arizona has a capacity of 
13,000 barrels per day. ‘The line now under construction from Los 
Angeles to Phoenix, Ariz., could be reversed in case of an emergency, 
and its total capacity of 30,000 barrels per day could be used west- 
ward, 

The industry, without Government subsidy, can increase the pipe- 
line movement of oil into the Western States on short notice by a 
total of 447,000 barrels per day over World War II levels. 

There is not much use of bringing additional crude oil into Cali- 
fornia unless it can be refined, and the refinery capacity situation in 
the Western States is shown on chart V (exhibit 5). 

The total west coast refining capacity as of January 1, 1955, is 
1,235,000 barrels per day, divided as follows: southern California, 
700,000 barrels per day; San Francisco Bay, 400,000 barrels per day ; 
other California areas, 100,000 barrels per day; Washington, 35,000 
barrels per day. 

An additional 100,000 barrels per day is now under construction, 
or plans have been announced. Of this, 60,000 barrels per day is in 
Washington, 30,000 barrels per day in Hawaii, and 10,000 barrels per 
day in southern California. 

Let us look at the situation of the southern California refineries. 
The capacity of these refineries is 700,000 barrels per day. Operating 
at 93 percent of capacity, which is about the maximum, considering 
necessary down-time for repairs, the throughput would be 650,000 
barrels per day. The present supply for these refineries is as follows: 
Los Angeles basin crude oil production, 325,000 barrels per day; 
pipeline receipts from other California producing areas, 200,000 bar- 
rels per day; ocean movements from other California points and from 
overseas, 100,000 barrels per day. This is a total of 625,000 barrels 
per day related to an operating capacity of 650,000 barrels per day. 

If ocean movements were minimized under war conditions, there 
would be available to southern California refineries the Los Angeles 
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basin crude oil production of 325,000 barrels per day and a pipeline 
movement from other California production areas at capacity of 
315,000 barrels per day, leaving room for only 10,000 barrels per day 
of ocean movements in the total capacity of 650,000 barrels per day. 
This shift from ocean movements to pipeline movements could be 
accomplished by using already existing capacity of pipelines from 
producing areas into the Los Angeles Basin. 

With the background we now have of information as to crude oil 
production, transportation, and refining capacities, we are now able 
to look at the supply and demand situation in the five Western States 
on a peacetime basis for the year 1961, which is arbitrarily selected as 
representing some time in the future. This is shown on chart VI 
(Exhibit 6). 

The estimate for 1961 demand is shown in the bar at the bottom of 
chart VI. We expect that the domestic civilian demand at that time 
will be 1,200,000 barrels per day. Export demand will be 70,000 
barrels per day, and the military demand is included at the present 
level of 120,000 barrels per day. The total demand is expected to be 
1,390,000 barrels per day. 

The most economical sources of supply for this demand are shown 
in the center bar on chart VI. These include California crude oil 
ban se of 1 million barrels per day, the present level; 240,000 
arrels per day crude oil through the Trans Mountain Pipeline from 
the Canadian oil fields; 70,000 barrels per day products supply com- 
ing from other States through products pipelines: and 80,000 bar- 
rels per day production of natural gas liquids in California. 

Our refinery capacity situation is shown in the bar at the top of 
chart VI. We have a total capacity of 1,335,000 barrels per day. 
Operating at 93 percent of capacity, these refineries will process an 
average of 1,240,000 barrels per day, allowing for necessary down- 
time for repairs. This capacity balances with our crude oil avail- 
ability from local production and the amount available through the 
Trans Mountain Pipe Line. 

Our conclusions are that California and Canadian crude oil sup- 
plies, transportation facilities, and refining capacities are adequate 
to meet all peacetime demands through 1961. Additional supplies 
of crude oil from west Texas are not needed, and if the proposed pipe- 
line were built it could be expected to transport crude oil in 
volumes. 

There remains to be considered the situation which would probably 
exist on an all-out wartime basis, and we show on chart VII our 
conclusions concerning this. 

The bar at the top of chart VII (exhibit 7) shows the supplies 
available without any allowance whatever for overseas imports. We 
would have 1 million barrels per day of California crude oil produc- 
tion. We would have 240,000 barrels per day available through the 
Trans Mountain Pipe Line. We would have 85,000 barrels per day 
of other California raw materials—natural gas liquids. We would 
have 75.000 barrels per day products from other States through exist- 
ing pipelines. 

These last two items are slightly larger than the amounts included 
for peacetime operations, because we would expect that light products 
now burned in refineries or injected into oil fields would be used for 
war demands, and imports of special products would be increased. 
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And we could have an additional 138,000 barrels per day crude oil 
from Elk Hills Naval Reserve. This would give us a total supply 
without any overseas imports of 1,538,000 barrels per day. 

Our refinery capacity is sufficient to run our California crude oil 
production and the amount available through the Trans Mountain 
Pipe Line. We do not have refinery capacity to run the Elk Hills 
Naval Reserve crude oil, and do not have any refining capacity to run 
extra west Texas crude oil. 

The bar at the bottom of chart VIT shows the civilian domestic de- 
mand we would anticipate under wartime conditions with rationing in 
effect. We would expect this to be approximately 860,000 barrels per 
day. We would expect that it would be necessary to continue exports 
in the amount of 50,000 barrels per day. This would leave available 
to the military 490,000 barrels per day, which is limited by refining 
capacity and not by crude oil supply. This availability of products 
for the military is substantially in excess of deliveries made to the 
military in World War II. 

We of course have no opinion as to whether this availability of 
490,000 barrels per day will be adequate to meet military requirements, 
but it is obvious that any military demand in excess of this amount 
must be met not from additional crude oil from a pipeline from west 
Texas, which could not be refined, but from refined products brought 
into the Pacific Ocean area in the proportions dictated by unsatisfied 
military demands. 

Our conclusion is that a crude oil pipeline from Texas to California 
will serve no useful wartime purpose. 

The last chart VIII (exhibit 8) is the concluding summary of the 
increases in hydrocarbon supply in the five Western States since World 
War IT on a current basis, on a future peacetime basis, and on a war- 
time basis. 

On a current basis, we have the additional supply through the 
Trans Mountain Oil Pipe Line at the July 1955 nominated rate of 
101,000 barrels per day. For the future peacetime or future wartime 
basis this could be increased to 300,000 barrels per day. We have in 
all cases 12,000 barrels per day additional supply through the Pioneer 
Pipe Line from Wyoming to Utah. 

The Yellowstone Pipe Line from Montana to Washington was being 
built in 1954 and there were no movements. For the future peace- 
time and wartime basis it will have a capacity of 30,000 barrels per 
day. 

The Southern Pacific Pipe Line between Texas and California is 
now under construction. On a future peacetime basis, it will move 
13,000 barrels per day products from Texas to Arizona. This could 
be increased by steps, as needed, to 48,000 barrels per day on a war- 
time emergency basis. We have included it at a probable rate of 
30,000 barrels per day. 

The Salt Lake City refining capacity has been increased by 52,000 
barrels per day, backed up by additional crude oil receiving capacity 
and products pipeline delivery capacity. 

California production of crude oil and natural-gas liquids have been 
increased by 136,000 barrels per day. On a wartime basis, this could 
be increased an additional 138,000 barrels per day by opening the Elk 
Hills Naval Reserve. The total increase in petroleum supply capacity 
on a current basis since the close of World War ITI amounts to 301,000 
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barrels per day compared with an increase in total demand of 257,000 
barrels per day. On a future peacetime basis, the increased supply 
capacity over World War is 543,000 barrels per day compared with an 
increase in demand of 492,000 barrels per day. 

On a wartime basis, increased installed capacity of supply over 
World War IT is 718,000 barrels per day. The total increase in de- 
mand limited as it is by refinery capacity is to be only 502,000 barrels 
per day. 

The percentage increase in demand since World War IT for each of 
these three cases does not look very large. This is because a sub- 
stantial part of the increase in energy requirements in our area has 
been taken over by imports of natural gas into this area and it is 
expected that this movement will continue to increase. 

It seems to us from the facts which we have given that the conclu- 
sion is inescapable that the construction of a crude oil line from Texas 
to southern Eslifornia is a project which is not economically sound 
under peacetime conditions, and will serve no useful purpose in war- 
time. It is certainly not deserving of a Government padi: 

As we see the future, the bottleneck in west coast capacity 1s not in 
crude oil supply or in crude oil transportation facilities, but it is in 
refining capacity. 

I have dealt so far with definitely tangible things, pipelines and 
refineries in actual operation, actually under construction and definite- 
ly planned. 

As a guess for the future, I am sure that the tight refinery capacity 
situation indicated will not happen. Iam sure that additional capac- 
ity will be built. Iam also almost equally sure that that building will 
be in the Pacific Northwest. In that area is a large market now 
principally supplied by tanker movements from California refineries. 
Only 700 miles away, through a pipeline already built, is a secure 
crude oil supply. That is the ideal place in which to build refinery 
capacity, where the logistics of supply and demand are ideal. 

I do not see how Texas production can expect to capture that 
market, with a total haul of 2,500 miles against a haul of 700 miles. 

The development of a Northwest refining industry is an important 
military project. At the right size, it eliminates the exposed tanker 
movements from California to the Northwest. It disperses refining 
capacity, instead of concentrating it in the Los Angeles Basin, which 
would be the case if Texas crude were to come into this area. 

I believe that these considerations will be very persuasive to oil 
refiners when they plan future expansion, and I believe that they 
will adopt the natural course instead of a clumsy one. 

Mr. Héserr. Thank you very much, Mr. Minckler. 

Let me make this observation in connection with your statement 
and the continued use of the word “subsidy.” 

The committee has been informed that there is no provision in law 
for subsidizing any pipeline and that there is no such thing contem- 
plated or proposed as a subsidy for any crude-oil pipeline. 

The committee was very persistent in making inquiry of Dr. Arthur 
Flemming, the head of the Office of Defense Mobilization. 

As the committee understands it, the type of certificates which 
could be issued are: 

1. A certificate of necessity, which carries with it the favorable 
amortization of the initial cost of the line over a certain period for 
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tax purposes, and also carries with it the priority rights for critical 
pec which, of course, at this particular time is a moot question, 
as there is no such thing as critical materials in peacetime. 

2. A certificate of essentiality, which would mean that the Govern- 
ment would either lend the money at the proper rate of interest or 
guarantee the loan for the construction, but under cross-examination, 
Dr. Flemming insisted repeatedly that there is no such thing as a 
subsidy; in other words, where the operator of such a line, building 
under the so-called certificate of essentiality, would be guaranteed X 
number of dollars for its operation. 

So I just wanted to make that clear at this particular time. 

Is that your understanding ¢ 

Mr. Mincxier. That is my understanding of what is involved. 
Perhaps the word “subsidy” was an unfortunate one. I am meaning 
a guaranteed Government loan. 

Mr. Héserr. But the Government is not putting up money for any 
pipeline. They are not now. 

And No. 2, the committee is not interested in the construction of 
a pipeline by private individuals, as such, as an economic and a prac- 
tical thing. The committee is only interested and only has cognizance 
of the necessity of such a line for military purposes. 

It becomes obvious that the committee is the Committee on Armed 
Services, and has cognizance in that area. And our only interest in 
making this inquiry is not to determine the economic feasibility of 
the construction of a pipeline from the west Texas field to California, 
but the military necessity of so constructing such a pipeline. And 
if that is found to be a fact, that the military does need the pipeline, 
well, obviously the committee would recommend it. 

If the military would recommend that the pipeline is not needed 
for military purposes in the defense of this country in the case of a 
war, then it so follows that obviously the committee would reject 
the proposal, since our cognizance and our interest and our concern 
is specifically the military necessity in the defense of the country. 

Now, I want to read you a statement of a press release that was 
just handed to me. And for release, incidentally, at the same time 
this committee is sitting on the subject. I assume it is a coincidence. 
It comes from Standard of California and reads as follows: 

T. S. Petersen, president of Standard Oil Co. today— 


that is today— 


announced plans for expansion of west Texas pipeline facilities to a 20-inch line, 
with an ultimate potential capacity of 220,000 barrels of crude oil daily delivered 
to El Paso. 

Petersen explained that in emergency the expanded line could make crude oil 
available to be shipped to California over the Southern Pacific Pipe Lines, Inc., 
petroleum products line now under construction. 

The Southern Pacific Pipe Lines route will run from El Paso to Phoenix and 
from the Los Angeles Basin to Phoenix. Petersen pointed out that in an emer- 
gency the flow over the Los Angeles-Phoenix link could be readily reversed so the 
crude oil could flow directly into southern California. 

Petersen said a Standard subsidiary, Paso-Texas Pipe Line Co., will begin 
construction of the first stage immediately, at a cost of several million dollars. 
This will consist of substituting a 20-inch line on 70 miles of the existing 195- 
mile system running from Wink to El Paso. It now has two paralleling 8- 
inch lines. The initial project will increase deliveries of crude to El Paso by 
10,000 barrels to 55,000 barrels daily. Thereafter, Petersen said Paso-Texas 
can quickly convert the remaining section to 20 inches and make 220,900 barrels 
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daily available to El Paso. In the event of emergency, he said, it would be a rela- 
tively simple matter for Southern Pacific Pipe Lines, Inc., to change over to the 
transportation of crude oil all the way to Los Angeles. 

The outstanding feature of this arrangement would be its flexibility to meet 
sudden emergencies. With crude available in large amounts in El] Paso through 
the Paso-Texas line, it also would be relatively easy to lay another 20-inch line 
from the Texas border to southern California. This could be done in 90 days 
if necessary. 

Did you know about that statement, Mr. Minckler ? 

Mr. Mrncxer. I saw that statement this morning, too. 

Mr. Héserr. It was the first time you saw it? 

Mr. Mincxter. I hadn’t heard about it. 

Mr. Héserr. You had not heard about it ? 

Mr. Mrncxter. No. 

Mr. Hépsert. Do you care to make any comment on it at this time? 

Mr. Mincxuer. I think that is quite consistent. The Standard Oil 
Co., as I understand, is increasing the capacity of their El Paso re- 
finery, and they are now arranging for a crude-oil supply into that 
area, 

As I said in my statement, the line now under construction by the 
Southern Pacific between Los Angeles and El Paso could be reversed 
in case of war, if it were necessary to bring products out here. 

Mr. Hézerr. Well, according to your statement, your position is 
that it is not necessary in time of war, if I read what you just testified 
to. 

Mr. Mincxier. My statement is that the crude oil with our present 
refining capacity—the crude oil could not be run in California, and 
I don’t believe that Mr. Petersen’s statement has any particular sig- 
nificance in that. 

Mr. Heésert. Well, his statement recognizes the possibility of war- 
time use. 

Mr. Rrvers. Conversion. 

Mr. Heperr. Or conversion. He goes out of his way. That is the 
only thing he makes in his statement in quotes, is about the ability 
to convert in case of war. He makes a very strong point, whereas 
you in your statement, you say, “and will serve no useful purpose in 
wartime.” 

Mr. Mrncxtrr. That is correct. 

Mr. Hésert. You take an absolutely diametrically opposite view to 
what Mr. Petersen said. That is why I asked you for comment. You 
don’t think it will serve any use in wartime and Mr. Petersen makes 
a very strong and urgent appeal for the building of this in that it is 
an adjunct to the war emergency if such an emergency would arise. 

Mr. Mrincxuer. I don’t see how you could use another 220,000 bar- 
rels of crude oil out here. You couldn’t possibly run it into the re- 
fineries. I don’t agree with Mr. Petersen’s statement. 

Mr. Rivers. Despite the fact you represent him ? 

Mr. Mrincxier. What? 

Mr. Rivers. Despite the fact you represent him ? 

Mr. Mrincxuer. I don’t represent 

Mr. Hépverr. You don’t represent Mr. Petersen? 

Mr. Mincxster. I don’t represent Mr. Petersen. 

Mr. Hésert. No. 

Mr. Rivers. You represent the association. 

Mr. Mrinckuer. The Western Oil & Gas Association. 
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Mr. Rivers. That is what I am talking about. 

Mr. Mrincxkier. Yes. 

Mr. Rivers. You are speaking not as the head of any company but 
for the association. 

Mr. Minckuer. Yes. 

Mr. Rivers. You do represent them ? 

Mr. Heéserr. Did Standard Oil Co., or Mr. Petersen, advise you of 
the intent to construct this line? 

Mr. Mincxuer. No. 

Mr. Héperr. This came as a surprise to you? 

Mr. MInckter. Yes. 

Mr. Heéserr. It is amazing how certain things happen, when things 
happen in Washington. 

Mr. Rivers. 

Mr. Rivers. Are you familiar with what the military would require 
in time of war? 

Mr. Mincxuer. No; I am not. 

Mr. Rivers. Would you favor a products line linking southern 
California area with El] Paso Permian basin area ? 

Mr. Minckier. Such a line is being built now, Mr. Rivers. 

I would like to make my position clear on this, that 1 am not 
opposed to anybody building a pipeline anyplace. 

Mr. Rivers. We are not talking about economics. 

Mr. MInckLer. Yes. 

Mr. Rivers. Don’t let’s discuss economics. 

Mr. MINcKLER. No. 

Mr. Rivers. You can prove anything on economics. So don’t let’s 
discuss that. 

Mr. Minckter. Yes. I am not sufficiently informed as to what 
products are available in west Texas, which are surplus and which 
could be moved for the war effort here. 

Mr. Rivers. Assuming that this area would be damaged by a bomb 
destruction, would you favor a standby products line to this area 
from the Permean Basin area? 

Mr. Minckter. As a Government military project ? 

Mr. Rivers. As an immediate transportation medium to which you 
could turn? 

Mr. Minckier. I think that that would be a matter that would 
be entirely up to the military, as to what they consider. 

Mr. Rivers. Say the military come to you and say, “Our plan shows 
that we believe Los Angeles will be hit by nuclear weapons,” would 
you then favor a standby- products line? 

Mr. Mrincxter. I would. 

Mr. Rivers. Of what capacity ? 

Mr. MIncKLER. As large as it could be built. 

Mr. Rivers. As large as it could be built. 

Mr. MINcKLER. Because if the refineries of California, that is, of 
southern California, are bombed out, then we certainly are going to 
need a lot of products in this area and we will have no use for crude 
oil. 

Mr. Rivers. Have no use for crude oil. Therefore, a medium of 
transportation capable of delivering to you in there now—hydro- 

carbons, I think you refer to it in the trade— 

Mr. Mrncxier. Yes, 
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Mr. Rivers (continuing). Would be recommended by you? 
Mr. MincKier. Well 
Mr. Rivers. Don’t discuss economics. 

Mr. Mrnckter. No. But you are asking my advice as a military 
person ? 

Mr. Rivers. Yes. 

Mr. Mrnckier. And I have no—— 

Mr. Rivers. No, sir; I am talking about it as a transportation 
medium. 

Mr. MincK er. It is an economical way of getting supplies into an 
area. There is no question about it. 

Mr. Rivers. And would you count on any bottoms coming in here 
from any source in time of war? 

Mr. Minckier. Well, again, that is a military problem. I don’t 
know what defense we could have—it depends upon the extent of 
defense. 

Mr. Rivers. Would you count on any of them in time of war? 

Mr. MINCKLER. Yes. 

Mr. Rivers. You would count on importation by tanker? 

Mr. Mrncxer. Yes. 





Mr. Rrvers. Do you know the availability now of surplus tankers? . 


Mr. Minckter. I know something of it. There are some surplus 
tankers. 

Mr. Rivers. Do you know how many there are? 

Mr. Minckter. No. 

Mr. Rivers. Do you know how much it would cost to deliver a barrel 
of refined products from Houston to this area by tanker as compared 
with the costs of the delivery from the Permean Basin to this area by 
i ay the comparable cost ? 

{r. Minckier. Pipeline I presume 
Mr. Rivers. Don’t you 
Mr. Mincxter. This isa production figure. 

Mr. Rivers. Just round figures. 

Mr. Mincxter. I haven’t seen the calculation. Ithink probably you 
could move the material from Houston into this area for 2 cents a 
gallon and the Permean Basin probably for a cent and a half. 

Mr. Rivers. Because you have to figure the turnaround cost, don’t 
you? 

Mr. Minckter. Yes. 

Mr. Rivers. Yes, sir. That is all for the time being, Mr. Chairman. 

Mr. Hépertr. Mr. Minckler, I want to call your attention on page 13 
of your statement, in which you say this: 








As we see the future, the bottleneck in west coast capacity is not in crude oil 
supply or in crude oil transportation facilities but it is in refining capacity. 

Wouldn’t you say, then, that it would follow that if the oil was 
brought here, the refining capacity would be built to catch up with the 
production here or the delivery here, the importation here? 

Mr. Mrnckier. Oh, no, that has no connection at all. You build 
refineries to serve markets, not to run 

Mr. Hésert. What is the bottleneck you are referring to, then ? 

Mr. Minckter. To the total overall capacity. You have to have 
balanced capacity, you have to have crude oil, transportation facilities, 
and refining capacity. We have surplus crude oil—we have crude oil 
capacity and transportation capacity in excess of our refining capacity. 
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Mr. Hésert. At the present time. 

Mr. Mincxter. At the present time. 

Mr. Héserr. And your refining capacity is reflected only in the 
demand of the market. 

Mr. Mincxter. That is right. 

Mr. Hépert. Mr. Hess. 

Mr. Hess. So there is no need in your estimation today for additional 
refining capacity in the California area ? 

Mr. Minckuer. Not at the present time. However, the figures 
showed that in the year 1961 the crude oil—the preemie demand and 
the refining capacity would be just exactly in balance. Well, that 
never happens. The industry always builds surplus refining capacity. 

Mr. Hess. You say that by 1961, that is? 

Mr. Mincxier. Yes. 

Mr. Hess. That is contemplating, of course, the construction of 
additional refineries between now and 1961. 

Mr. Mincxer. No. 

Mr. Hess. With the present refinery capacity—— 

Mr. Minckter. Will last us through 1961. 

Now, we never will run that close. We will build additional 
refining capacity. 

Mr. Hess. Mr. Minckler, do I understand your association stand 
on the matter of pipelines into this area—that you are not interested 
at all if a pipeline 1s constructed’ by private individuals? 

Mr. Minckuier. That is right. 

Mr. Hess. In order to bring either products or crude into this area? 

(Mr. Minckler nods.) 

Mr. Hess. That is an economical matter insofar as they are con- 
cerned ¢ 

Mr. Mincktier. That is right. 

Mr. Hess. And you feel that, of course, they wouldn’t venture the 
expenditure of capital unless they determined it was absolutely neces- 
sary to bring it in? 

Mr. Mrincxter. That is right. 

Mr. Hess. And your objection is to the Federal Government guar- 
anteeing either the loan or making the loan direct to the company 
to construct the line? 

Mr. Minckter. That is right. 

Mr. Hess. Would you have any objection whatsoever if the Depart- 
ment of Defense decided to construct a line from the fields into this 
area ¢ 

Mr. Minckier. None at all. 

Mr. Hess. Do you know whether or not the lines that you mentioned 
in your statement, such as those coming down from Canada and from 
Salt Lake City and from other areas, were granted certificates of 
necessity in order to construct those lines ? 

Mr. Minckirr. I believe they were. 

Mr. Hess. They were? 

Mr. Minckter. Yes. 

Mr. Hess. So they did have a tax relief or amortization on all of 
those lines? 

Mr. Minckurr. Yes. 

Mr. Hess. There were no certificates of essentiality granted, how- 
ever ¢ 
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Mr. Minckver. None. 

Mr. Hess. Is the refinery capacity in the Northwest section—in 
Washington and Oregon—sufficient to take care of the supply of crude 
that will come down from the Canadian fields? 

Mr. Mrinckier. No; it is not. 

Mr. Hess. Do they contemplate building additional refinery capac- 
ity there? 

Mr. Mrnckter. The only ones that I know of are the ones that I 
mentioned. That is our plant at Ferndale, Wash.—that is, my com- 
pany’s plant at Ferndale, Wash.—the Shell plant at Anacortes, and 
the Pacific Oil Co.’s plant at Tacoma. The Standard Oil Co. has 
Jand up there for a refinery. But I don’t know of any actual plans 
that any of them have for building additional capacity. 

Mr. Hess. You mentioned, of course, in your statement that in the 
event of emergency or event of war how you could increase the supply 
of crude. 

Mr. Minckter. Yes, sir. 

Mr. Hess. You would increase the supply of crude, but then you 
would have no refineries to refine it. 

Mr. Mincxier. Not in the Pacific Northwest at the present time. 
Later on 

Mr. Hess. Nor in this area—the Los Angeles area—if it came from 
Elk Hills? 

Mr. Mrincxter. You would have a total capacity to run either Elk 
Hills or Canadian oil up to a certain limit, but you couldn’t run both 
of them in the amounts that they would make available. 

Mr. Hess. Do we have any guaranty at all that Canada would 
permit us to have all of the oil that is produced in those fields? 

Mr. Mincxkter. Well, I would hate to think that there would ever 
be a circumstance where Canada and the United States wouldn’t be 
very friendly, and particularly in war. I think our resources would 
be theirs and their resources would be ours. 

Mr. Hess. She may need it for her own defense, though. 

Mr. Mrinckter. She has no use for it in that particular part of the 
country. 

Mr. Hess. She has no refinery capacity up there ? 

Mr. Mrincxtrr. No. 

Mr. Rivers. Nor transportation out ? 

Mr. Mincxter. Not for the volumes which could be produced. 

Mr. Mitier. Mr. Chairman. 

Mr. Hesert. Mr. Miller. 

Mr. Mixer. As I get it, Mr. Minckler, the refining capacity at the 
present time is the bottleneck in the whole picture as far as California 
is concerned ? 

Mr. Minckter. That is correct. 

Mr. Mitzer. That is all. 

Mr. Rivers. Mr. Chairman. 

Mr. Heperr. Mr. Rivers. 

Mr. Rivers. And you think the additional need for heating capacity 
as implemented by the gas line importation of that hydrocarbon ele- 
ment is necessary for the increase in consumption ? 

Mr. Mrncxkier. That has been our experience. 

Mr. Rivers. Or potential consumption ? 
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Mr. Mincxtrr. That has been our experience, Mr. Rivers; that that 
has been the biggest single item that we had. And it is going to be 
bigger. 

Mr. Miiier. Mr. Chairman. 

Mr. Hésert. Mr. Miller. 

Mr. Miter. Is there any record of the shift of the use from oil to 
gas in the industries of this country? Is that trend completed, do you 
think, or will it continue on? 

Mr. Minckter. Well, gas comes into this area at very large rates 
per day, and the gas demand is divided into several classifications. 
The first one which has high priority is the domestic home heating 
load. There is plenty of gas to take care of that at its peak in the 
winter. In the summertime there is surplus gas when the people are 
not using it for heating, and it is then used for industry. 

It is hard to say just how much of the industrial load has been 
converted from oil. I think you have to treat it all as one common 
pot—of energy requirements which can be satisfied either by gas or by 
oil. 

Mr. Mitter. Well, there are pure gas fields in California; are there 
not ¢ 

Mr. Minckter. Very few. 

Mr. Miter. Rio Vista field? 

Mr. Mincker. Rio Vista and some of the Sacramento Valley fields. 

Mr. Miutier. And there are explorations going on now to develop 
new pure supplies of gas that apparently look pretty good, some of 
them ? 

Mr. Mincxuer. Correct. 

Mr. Héperr. Mr. Short. 

Mr. Snort. Mr. Minckler, you made a very interesting statement. 
You have given us many figures. It seems to me, however, that some 
of your conclusions are based upon rather erroneous and dangerous 
assumptions or postulates. 

Now, you state that the most economic source of supply for—the 
demand out here would be the 1 million barrels daily, the present level 
of crude production in California 240,00 barrels daily of crude oil 
through the Transmountain Pipeline from the Canadian oilfields. I 
have before me from Mr. R. B. Toombs, the Economics Branch of the 
Department of Trade and Commerce, Ottawa, Canada, dated in April 
of this year, that tells us that Canada’s total daily production of crude 
petroleum for the year 1954 was 262,000 barrels. This rate may rise 
to about 300,000 barrels per day as a yearly average during 1955. 

He also tells us that— 

Canada’s total daily demand for crude petroleum in the year 1954 was 464,400 
barrels, and for liquid petroleum fuels the daily demand was 450,845 barrels. 
To this latter figure, the demand for other petroleum products, such as lubri- 
cating oils, cokes, waxes, et cetera, must be added to obtain the total product 
demand. Exact statistics on the demand for these products are not available 
at this time, but in general they amount to 7 or 8 percent of the liquid petroleum 
fuels demand. 

Now, according to his figures, the demand, the daily demand in 
Canada is far in excess of her production and that Canada’s daily im- ° 
ports of crude petroleum in 1954—only last year—averaged 215,814 
barrels and products imports averaged 95,262 barrels per day. 
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The truth of the matter is that right on this July day, 1955, Canada 
is producing about 300,000 barrels of crude oil and her daily demand 
is approximately 540,000 barrels a day. 

So how can the west coast depend upon the importation of oil in 
the immediate future if these figures are anything like correct—and 
I take it that they are, because Mr. Toombs from the Department of 
Trade and Commerce in Canada, at Ottawa, in this letter dated April 
14, 1955, says, in addition to what I have read: 


Canada’s total daily exports of crude petroleum in 1954 were 6,425 barrels— 


not the 240,000 barrels you mentioned, evidently talking of potential 
possibilities at some remote future date. 

The truth of the matter is Canada’s total daily exports of crude 
petroleum in 1954 were only 6,425 barrels. 

Petroteum products exports amounted to 1,968 barrels. In the matter of 
potential exports, Canada does not expect any appreciable export market in 
petroleum products in the near future. 

Regarding the potential import of petroleum exports, it had been anticipated 
at the beginning of this year that the average daily exports to the United States 
would be about 55,000 barrels in 1955, rising to the general range of 150,000 
to 200,000 barrels, within a matter of a few years. Canada has a reserve pro- 
duction potential as evidenced by the fact that whereas the average daily produc- 
tion in 1954 was 262,000 barrels, the potential daily production had reached 
about 420,000 at the end of 1954. Some observers believe the industry potential 
will be at least 1 million barrels per day by 1960. While this department has 
no comment to make regarding the possible Canadian production in 1960, a 
number of estimates made by industry are in the general range of six hundred 
to eight hundred thousand barrels daily, with the emphasis being on the low 
side of this range. 

So regardless of the potential possibilities and even accepting that 
we will never be cut off from Canadian source of supply—and though 
we have been neighbors for very many, many years and intend to con- 
tinue to be and want to be, we have no absolute assurance or guar- 
anty that in another global conflict all of that oil will come to the 
west coast. Canada will allot a lot for herself, and I imagine some 
of the oil up in Alberta will even be shipped to the east coast, rather 
than the west coast. 

But according to the figures here from the Department of Trade and 
Commerce in Ottawa, Canada is not producing enough to meet her 
daily demands. And she is importing over 250,000 barrels a day of 
crude petroleum and 95,000 barrels of products. 

Now, it is hard for me to reconcile these figures. It seems to me 
that you have arrived at some of your conclusions based upon the 
very false and dangerous assumption that there will be no interrup- 
tion or deterioration in the production and the refining and the trans- 
portation out here on the west coast. If things will go on as they are 
now, in status quo—and your supply and demand are pretty well in 
balance, although you are importing fifty to sixty thousand barrels 
of crude oil right into California today ; that is about your daily aver- 
age of imports. You get most of it from Sumatra. You get some 
from the Near East. You get some from South America, perhaps, 
and a little from Mexico. But suppose we get in a conflict and this 
source of supply is cut off? The Nazis with 150 submarines sank 54 
of our 59 tankers in the first weeks of World War II. We came 
dangerously near losing World War II, because the Atlantic was a 
sea of oil all the way from Norfolk to Miami. Those 54 of our 59 
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tankers were sunk by the Nazi submarines as they brought oil from 
Curacao and Aruba to our eastern seaboard. 

Now then, when you have to bring oil these many thousands of miles 
from the far off Middle East or from Sumatra and with the Russians 
having, according to our best intelligence, a minimum of 350 subma- 
rines, of the snor rkel type; fast moving and deep sailing, would we 
dare take the risk of importation of foreign oils from these remote 
places? Would we even want to transport crude oil or finished prod- 
ucts by tankers from Houston, which to start with is 550 miles from 
the rich oil reserves and fields in west Texas, and then haul it almost 
9,000 miles—8,700 miles—from Houston down through Panama, 
through the Panama Canal up to Los Angeles area; where we can ship 
it for 50 to 60 cents a barrel through a pipeline from west Texas to 
the Los Angeles area ? 

I am amazed when you say that a pipeline from west Texas to 
this area would be of no use or value in time of war. 

How much west Texas crude did we bring into this area at the 
height of World War IT? 

Mr. Mincxter. I think it was about 50,000 barrels a day. 

Mr. Suorr. Yes, sir. 

Mr. Mincxkter. For a few days. 

Mr. Suort. And we brought it by tanker, didn’t we? 

Mr. Mincxuer. Tank car. 

Mr. Suort. Tank car. I mean tank car. You brought it over the 
Southern Pacific, which is the only direct railroad you have from 
west Texas to California, or by the Santa Fe that winds up through 
New Mexico and Arizona and finally gets here. The transportation 
by tank car is very expensive and it is vulnerable to attack. And it 
cost about $4.29 a barrel to haul that, didn’t it 2 

If we had a pipeline, or if we have a pipeline, we could have trans- 
ported it quickly, cheaply, underground, invulnerable to attack, for 
about 50 to 60 cents a barrel. That pipeline would have almost paid 
for itself, even though it was late in World War II. 

We know that the Big Inch and the Little Inch pipeline from the 
Southwest to the east coast did pay for themselves; that the Govern- 
ment sold them at a profit, and that it saved our neck. We never could 
have transported mba amounts of petroleum and petroleum prod- 
ucts by other methods of transportation without those pipelines. 

Now, this committee is interested, as the chairman has so well stated, 
not in profit motives and not in making money. We are interested 
solely in the defense and security of this Nation. We are interested 
in no particular company. We are interested in only seeing and 
making sure that should a bomb be dropped here in this restricted, 
congested Los Angeles area, that it would not lessen and reduce your 
refining capacity and supply of crude, but that it would wipe it out, 
annihilate it. Having flown over Hiroshima and Nagasaki, I think 
I can appreciate the utter devastation, even if it came from a little 
atomic bach. and we have them 10 times more powerful today. And 
what scares the living lights out of me, although I live in Missouri, 
in the heart of America, and almost equidistant from both coasts and 
from the Canadian border to the gulf, I don’t feel too secure even in 
the Ozarks, in the central part of the United States. But when I take 
a map of the United States and seeing all of these pipelines and gas- 
lines running from Texas and Louisiana and Oklahoma to the north 
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and the east of the United States and then when I look at this west 
half of the United States and particularly when I come out here to 
your beautiful California and see this restricted, congested area here, 
where most of your refining capacity is—you can almost throw a rock 
and hit it. You know the area much better than I do. What one 
bomb would do to that. 

Now then, if you are knocked out, your refining capacity and all, 
where in the world would we get sufficient supplies, petroleum supplies, 
to operate our fleet and our Air Force and our ground forces in the 
Pacific ? 

And remember, the real danger spot I think is the back door today. 
Because of the emphasis we placed on the Marshall plan, NATO 
countries, and help to the European nations, we have been inclined 
to neglect or overlook or forget or underestimate the true nature 
of the serious problem that we are confronted with out in this big 
pond. 

If you should be knocked out here or up in the Puget Sound area— 
and we are not interested so much in that—we hope that Canada can 
supply a sufficient amount of products to take care of that area. But 
this is the vital area: San Diego, the base of our fleet, the San Diego- 
Los Angeles area, due to your enormous increase in population. With 
60 million automobiles, with dieselizing all your railroads and heating 
your homes with oil, I am afraid that even some of the men in the 
industry as well as our military leaders are failing to appreciate the 
enormous demands that will be made upon the oil industry in case of 
another global war. 

Sixty percent of all our tonnage that was shipped to Europe in 
World War IIl—men, food, clothing, equipment, tanks, ammunition— 
take the whole total tonnage and you will find that 60 percent of it 
was petroleum. 

These modern jets eat this fuel up at simply a staggering, amazing 
rate. 

So what this committee is interested in and concerned with is that 
in case of a global war we will have a pipeline bringing crude or 
bringing refined products here. And you can change, of course, a 
line from crude to the transportation of products, or vice versa, in a 
very short period of time. But unless that pipeline is ready there 
is to go in case of an attack, I don’t know where in the world we 
would be in this country. And I am going to hate the enemy just 
as much if he comes from the west as if he would come from the east, 
north, or south of the United States. I think we have to count on 
a margin of safety here. That is all this committee wants to do. 

You are going to have to have storage capacity, have an excess 
over your normal requirements out here, or you are going to have a 
pipeline or some method whereby you could get those materials in 
here and get them quickly, or else suffer a defeat. 

I have talked too long. But those are the things that are worrying 
nie. 

I don’t think we can count upon Canada here. The figures that 
were given me certainly don’t gibe with the figures you have used, 
employed here in your computations. 

Mr. Mincxuer. May I explain that? 
Mr. Suorr. Yes. 
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Mr. Mincxter. So far as the Canadian situation is concerned, your 
figures are, I believe, correct. But Canada is a very big country. 
Most of the demand for products in Canada is in the eastern part 
of Canada. Most of the refining capacity for Canada is in the eastern 
part of Canada. 

Mr. Snort. Just like it is in this country. 

Mr. Mrincxter. That is right. There is no way to get Alberta oil 
east of Sarnia, Ontario, at the present time. There are no pipeline 
facilities to do that. 

The most economical way of supplying Canada is the way in which 
it is being supplied, from the South America and Texas part of the 
United States. 

However, that does leave this surplus of productive capacity which 
you mentioned, 420,000 barrels a day, which is available in Alberta 
for movement some place. 

A pipeline has been built which can move it to the west coast. _ 

Now, as to the tanker movements on this coast. My figures which 
I have presented include no crude oil to come into this area from the 
Middle East or from Texas or from South America. They depend 
upon the supply from Canada, however, which does involve a tanker 
movement south. 

Mr. Rivers. 700 miles. 

Mr. SHort. Sure, it isa long way from Seattle to Los Angeles. 

Mr. Mincxter. That is right. 

Mr. SHort. Almost as far as it is from here to west Texas. 

Mr. Rivers. What isit,seven? Seven hundred miles? 

Mr. Minckter. No; it is farther than that. It is about eleven or 
twelve hundred miles. But this is the situation 

Mr. SHorr. You wouldn’t deny the statement that the nearest, 
safest, and cheapest source of supply of crude oil in case of an all-out 
emergency is Texas, the west Texas fields, the nearest ? 

Mr. Mincxuer. Yes; I do deny that. 

Mr. Suorr. You would deny that? 

Mr. Minckier. Yes. 

Mr. SHort. You would question that? 

Mr. Mincxter. Yes. 

Mr. Suortr. West Texas field is not the nearest, the quickest, safest, 
and most adequate supply in case of emergency ? 

Mr. Minckter. For the overall supply logistics of the west coast, 
that iscorrect. Here is the situation 

Mr. Sort. I am not talking about the west coast clear up to Frisco, 
Portland, and Seattle. I mean to the San Diego-Los Angeles area. 

Mr. Minckter. Those people need oil supplies too, 

Mr. SHort. You say they are getting it from Canada. Of course 
they are not. 

Mr. Minckuer. They arenot. I didn’t make any such statement. 

Mr. Suort. Well, you are certainly figuring on getting 240,000 
barrels a day—— 

Mr. Mincxter. My statement is that they are principally supplied 
from California refineries, and that is the way they are getting most 
of their supply. The total demand in that area is about 300,000 
barrels a day. There is only planned and building about 100,000 
barrels a day of refining capacity in the area. More refineries need 

65499—55 5 

















824 SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 


to be built in the Northwest; 200,000 barrels a day of products is 
moved by tanker from California to the Pacific Northwest. About 
100,000 barrels of that is hauled in dirty ships, which can haul crude 
oil and fuel oil. 

The ideal wartime operation of this thing, so long as we have to 
supply the Pacific Northwest from tanker from California, where it 
is the only place we have refining capacity, is to haul Canadian crude 
on a back-haul from Canada into San Francisco refinery areas. That 
does not increase the military exposure. Its cost is very low. The 
only time you are out is loading and unloading, or running empty. 

So the statement is correct that the Canadian supply of oil, looking 
at the total overall logistics on the west coast, is Canada, Canadian 
oil. The facilities arein. The oilisthere. And we have to move it. 

Now, as refineries, or more refining capacity is built in the Pacific 
Northwest—and I think it will be built there—then that tanker ex- 
posure is eliminated to the extent that you have the refining capacity 
there. 

Mr. Suort. That is very true. 

The reason the refineries will be built is because they are going to 
have an adequate supply of crude. They are depending upon that. 
Refineries usually follow pipelines, as industry follows hydroelectric 
dams. 

Mr. Mrncxter. Well, there aren’t many refineries in west Texas 
where we got all of the surplus crude oil. If refineries were built just 
to run crude oil, why, there would be plenty of them in west Texas, 
and there aren’t. 

Mr. Suort. Sure. You have to have population and consumption. 

Mr. Mrncxter. You have to have a market. 

Mr. Snort. And the market. 

Mr. Rivers. And transportation. 

Mr. Snort. Let me ask your views on this, Mr. Minckler: 

The normal increase of petroleum demand in the United States is 
computed, I think, around 5 percent annually. About that, isn’t it? 

Mr. Minckter. Yes; in that range. 

Mr. Snort. Canada, of course, has been averaging about 10 percent 
increase, due to sort of a boom they have up there, and the increase in 
her population. But if you calculate Canada’s increased demand the 
same as the United States, as 5 percent annually, in 1960 her demand 
will be for 1,371,000 barrels daily. And then if Canada reaches that 
production of 1,371,000 barrels by 1960, according to this letter of the 
Canadian Government, she will be producing around 800,000 barrels 
daily. So, the total defiiciency would be, oh, four or five hundred 
thousand barrels daily. She perhaps would still be importing over 
the next 4- or 5-year period. 

Mr. Mincxkter. I think the natural thing is that eastern Canada 
will import oil and western Canada will export oil. That is the cheap- 
est, sensible thing to do. 

Mr. Snort. Just one other thing. 

I am rather pleased these last 2 days in Los Angeles to see the 
weather good and fair. When Mrs. Short and I got here a year ago, 
September, I couldn’t see two blocks down the street: this smog you 
have. I didn’t know whether I was in London or London and Paris 
at its worst combined. I don’t know how long this fair weather you 
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have had will last. But this whole question of smog: I was going to 
ask you a little about the quality or gravity of the oil you are now get- 
ting from crude oil here in California. Is it black or green? 

Mr. Minckter. Well, the characteristic of California oil is that it 
is heavier than it is in Texas, of course. 

Mr. Suorr. It makes a little more smoke, doesn’t it? 

Mr. Mrncxter. Well, we don’t have any problem of smoke. 

Mr. Suort. I have breathed some of it down at Richfield, between 
here and Long Beach. 

Mr. Minckter. Yes. 

Mr. Suort. When I spoke 2 or 3 years ago. 

Mr. Mincxier. Of course, you are dealing with a subject about 
which my boiling point is very low. [Laughter.] And that is smog. 
[Further laughter. | 

But I can give you a contribution. The refinery contribution of 
smog, according to the experts—and bear in mind that the experts 
don’t know what smog is, even. But their calculation is that the re- 
fineries are putting out about 18 percent of the pollutants that go to 
make up smog. 

Mr. SHorr. We had a very similar and difficult situation in St. 
Louis, burning that soft coal over in Illinois. But we have succeeded 
in eradicating most of it. I was wondering what you were doing or 
how you are getting along out here. 

Mr. Minck er. Well, we are very reluctant to build any more re- 
fining capacity in the smog belt, I will tell you that. 

Mr. Snort. Well, in the Government’s policy of dispersal or dis- 
persion, don’t you think maybe it would be wise to have refineries 
farther away from the coast and more inland? 

Mr. Mincxkter. Well, of course—— 

Mr. Suort. The Russians have built much of their industry back 
of the Urals, as we know. 

Mr. Mrincxier. Of course I am not a military man. But I have 
had the idea that except from the one standpoint of submarines, 
St. Louis is just as close to Moscow as Los Angeles is, probably a little 
closer. 

Mr. Suort. No place is safe. 

Mr. Mincxter. I don’t think any place is safe, and I don’t think 
it makes much difference about things like that. 

Mr. Snort. That is all. 

Mr. Ttéeerr. Mr. Rivers. 

Mr. Rivers. Would you have any opinion on the percentage of con- 
tribution your refineries would make to the pollution with Texas crude 
as they compare with California crude ? 

Mr. Minckver. Well, that, Mr. Rivers, would depend upon the 
type of west Texas crude we got. 

Mr. Rivers. I am talking about the one with the fifty-odd-percent 
gravity as against your thirty-odd-percent gravity. 

Mr. Mincxter. The effect would be upon the sulfur content. And 
you have both sweet crudes and sour crudes in west Texas. 

Mr. Rivers. What do you have here? 

Mr. Mincxier. If we got the material that we got here during the 
war, the smog boys would have shut us down. But there is plenty of 
available sweet crude in west Texas. I don’t think that would make 
any difference to us. 
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Mr. Rivers. Sweet crude from west Texas against native crude from 
California, which would put out the greater percentage of smoke ? 

Mr. Mrincxter. I don’t think you could detect any particular dif- 
ference. 

Mr. Rivers. You couldn’t detect any. 

Let me ask you this, Mr. Minckler: I notice by the paper yesterday 
afternoon—lI read the paper rather fully, whether it is a foreign paper 
or native paper. When I say “foreign” I mean one I am not accus- 
tomed to reading. I can take my own paper with its few pages on 
Sunday as compared with yours, of the Sears Roebuck variety, and it 
takes me a little longer to get oriented. But I found out where you 
had decreased over the last fiscal year of 20,000 barrels a day in pro- 
duction of California. 

I am coming to this question: Would the importation of crude have 
any effect on that figure ? 

Mr. Mincxuer. I don’t believe so. 

Mr. Rivers. Is that a true statement? I think the AP put it out. 

Mr. Mrncgier. Production is down. 

Mr. Rivers. Production is down ? 

Mr. Mincxter. Compared to a year ago. 

Mr. Rivers. Yes, sir. In the neighborhood of 20,000 barrels, I think 
it said, a day. 

Mr. MiIncKLeER. Yes. 

Mr. Rivers. A day. 

Mr. Mincxter. That is a small thing. My company lost 2 or 3 
thousand barrels of oil a day of production down at Long Beach, by 
an earth slippage. We lost 20 wells. We are now getting back those 
now. Things like that happen all the time, and you get these little 
fluctuations. There are about 15,000 barrels of oil, crude oil, a day 
in California that is shut in. 

Mr. Rivers. So you wouldn’t say importation affected that figure? 

Mr. MinckuER. No. 

Mr. Rivers. Would you say this flush importation nationally would 
have any effect on wildcatting ? 

Mr. Mincxkter. You are getting into a problem that is very com- 

licated. It is a subject, as you know, of constant debate in the oil 
industry. I don’t believe that I know enough about the situation 
east of the Rocky Mountains to make an intelligent comment on it. 

Out here, I do know something of it. Last year our imports were 
52,000 barrels a day, that is, total foreign imports, from Canada and 
from overseas. 

Our foreign exports were 76,000 barrels a day. 

This area is a net exporter of oil and oil products. We are not 
a net importer in this area. But that east coast thing is—I would 
prefer not to say. 

Mr. Rivers. Is there any concern in this part of the world on 
discoveries ? 

Mr. Mincker. Yes. 

Mr. Rivers. New discoveries? 

Mr. Minckier. Yes. Our discovery rate has been disappointing 
for many years. We think that that is going to pick up now with 
the permission to explore offshore. We are making some very 
interesting and very important experiments in secondary recovery. 
One of the witnesses will tell you about those later on. ' 
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Our recovery methods are getting better. But as I say, I believe 
that the crude oil production level of California at the present time 
can be just about held even. , i 

Mr. Rivers. While there is concern on new discoveries, there is no 
concern on present or future exploration, is that a true statement, of 
present exploration ? ; eg 

Mr. Minckter. Present exploration rate in California is at a very 
high level. 

Mr. Rivers. Very high level ? 

Mr. Minckter. Yes. 

Mr. Rivers. But discoveries are not? 

Mr. Mrncxuer. They have been disappointing. 

Mr. Rivers. And you don’t attach any importance to the figure of 
the decreased production to the importation ? 

Mr. Mincxkier. No. 

Mr. Rivers. Well now, in the new discoveries, that are causing you 
concern, shouldn’t new sources of transportation also cause you.some 
interest ? 

Mr. Minckier. Well, I believe we demonstrated that interest. We 
built some 400,000 barrels of transportation facilities into this area. 
And we will build more, as Mr. Petersen says, whenever it is necessary. 

Mr. Rivers. While you say you are not under present smog, or 
whatever that word is, conditions which caused it to affect your boil- 
ing point in varying degrees—I think you said it was low awhile 
ago—you wouldn’t increase your refining capacity in this area? You 
would not question the construction of a products line if the military 
deemed it in the inteerst of national emergency or national survival ? 

Mr. Mrncxkter. I would not. 

Mr. Rivers. You would not question that. 

Thank you, sir. 

Mr. Heserr. Thank you very much, sir. 

Mr. Snort. Would the gentleman yield there? 

Mr. Rivers. Yes. 

Mr. Snorr. Right on that point. 

Mr. Héserr. Mr. Short. 

Mr. Snorr. I think you stated at the present time the supply and 
consumption, demand, are about in balance, and you think that will 
continue to be true for the foreseeable future ? 

Mr. Mincxter. That is correct. 

Mr. SuHorr. But should we become involved in a global conflict, it 
would quickly become unbalanced or reach a state of imbalance; 
would it not? 

Mr. Rivers. He testified very clearly 

Mr. Snort. No. Do you think you have an adequate supply here 
on the west coast of crude oil ? 

Mr. Mrncxter. Yes. 

Mr. Suorr. And gasoline? 

Mr. Mincxter. Of crude oil; yes. 

Mr. Suorr. Yes. You, then, don’t agree with the testimony of Mr. 
Petersen who appeared before the Committee on Interstate and For- 
eign Commerce just 2 years ago this month, in July of 1953, when he 
testified that the severity of the shortage was such that— 





My company found it necessary to import into California substantial quantities 
of crude at a loss. With the combination of high demand on the west coast, 








828 SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 


augmented by very large military requirements and accumulated shortage of 
crude oil relative to the refining capacity available, it was natural and neces- 
sary that these increases be made. 

Now, that is the argument he gave when he came up and wanted to 
receive an increase in the price of gasoline and oil. It was due to these 
acute shortages that forced him to import into California substantial 
quantities at a loss. Not only his company, Standard Oil Company 
of California suffered a loss, but the United States Government and 
the taxpayers suffered a loss. Because, don’t forget, it cost the tax- 
payers $1 million a day in transportation costs alone in World War 
IT because of the expensive haul by tank cars. 

Now, Mr. Peterson also testified on page 163 of these hearings: 

While there is adequate supply at present and while the price increases have 
provided a production incentive, current price levels also recognize that the 
west coast can no longer be regarded as independent from outside supply. In 
our opinion, the historical independence of the west coast has probably ended. 
According to present forecasts the west coast will be an importer in the future. 

Mr. Mrncxter. I believe that agrees exactly with the testimony 
that I have given here, that we have built these things to bring new 
supplies into the area. The Trans Mountain Pipeline was not in 
existence 2 years ago, if that is when Mr. Petersen testified. Many 
of these products pipelines were not in existence. We have recog- 
nized that California crude-oil production and refining cannot take 
care of the market area which it formerly supplied. And we have 
diligently gone about correcting that situation. I believe that has been 
done. 

Mr. SHort. But you state in your testimony that if you get crude 
here, you couldn’t refine it and if you got it here, it would be of no 
use to us in time of war. But only today Mr. Petersen announced 
plans for expansion of west Texas pipeline facilities to a 20-inch line 
with ultimate potential capacity of 220,000 barrels of crude oil daily 
delivered to El Paso, and he explained that in an emergency the ex- 
panded line could make crude oil available to be shipped to Cali- 
fornia over Southern Pacific Pipe Lines, Inc., petroleum products line 
now under construction. So he thinks it would have some military 
value, 

Mr. Mrincxter. I don’t agree with that. 

Mr. SHort. You don’t agree with that statement ? 

Mr. Mrvncxter. I think the Southern Pacific line should be used 
for the movement, in case of emergency, of products. You can move 
more products through a line than you can crude oil, through the 
same line. 

Mr. Suorr. Then you wouldn’t have to worry about your refinery, 
after you got it here. 

Mr. Mrncxier. You would have something that you could use. 
These things could happen, of course. But I doubt—I wouldn’t de- 
pend upon that too much. 

Mr. Rivers. May I ask him just this one question? I want to get 
your position clear, Mr. Minckler. 

You say in time of emergency, with what you know now about Cali- 
fornia, you are self-sufficient in crude. You wouldn’t have to im- 
port one single, solitary pint of crude oil? 

Mr. Mincxter. No, that is not true. You said California. I pre- 
sume you mean the west coast. 
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Mr. Rivers. I am talking about this area. 
Mr. Héperr. He is talking about district 5. 
Mr. Mincxter. District 5. 

Mr. Rivers. I am talking about California. 

Mr. Mincxter. California? California is not self-sufficient in 
crude oil. And I have outlined here 

Mr. Rivers. I understood you to say the bottleneck was refining 
capacity. 

Mr. Hésert. Let him answer. Will you answer that? 

Mr. Rivers. Go ahead. 

Mr. Hésert. I wanted Mr. Rivers to give you a chance to answer 
the question. 

Mr. Rivers. I don’t want to interrupt you, sir. Go ahead, sir. I 
don’t want to be impolite to you. 

Mr. Minckter. In case of an emergency, we will have, if you re- 
fer to this chart 

Mr. Rivers. Elk Hills and all that stuff. 

Mr. Minckier. We would have 1 million barrels a day of Cali- 
fornia crude-oil production, we would have 240,000 barrels a da 
from Canada, we would have 138,000 barrels a day of Elk Hills 
crude oil. That is more crude oil than our present refinery capacity 
can run by the amount of the 138,000 barrels a day of Elk Hills oil. 

Mr. Rivers. So in the area which would likely be served by a pro- 
posed pipeline from the west Texas area, you, in wartime with tankers 
cut off, would have no need for west Texas crude? 

Mr. Mincxter. That is correct. 

Mr. Rivers. That is your statement? 

Mr. Mrncxuer. Yes. 

Mr. Rivers. That the bottleneck in time of war is productive ca- 
pacity and not transportation 

Mr. Mincxter. Refining capacity. 

Mr. Rivers. I meant to say refining capacity, instead of productive 
capacity. 

Mr. Mincxter. That is correct. 

Mr. Rivers. That is your statement? 

Mr. Mincxter. Yes. 

Mr. Rivers. And that the only thing we would need in time of 
war would be a products line, tapping the same vicinity; is that your 
statement ? 

Mr. Mincxer. Well, from any place where there is surplus supply. 

Mr. Rivers. I mean to serve this area. 

Mr. Minckter. Yes. 

Mr. Rivers. And you do not agree with that part of the statement 
alleged to have been made this morning by the president of the Stand- 
ard Oil Co. of California, that crude would be needed in time of peace 
or in time of war? 

Mr. Minckter. He didn’t say that 

Mr. Hépert. He didn’t say that? 

Mr. Mincxurr. He didn’t say that. He is building a crude-oil line 
from west Texas to west Texas, into El Paso, from west Texas oilfields 
to El Paso, Tex. 

Mr. Rivers. Yes, sir. 
Mr. Mincxter. That is all he is doing now. 
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Mr. Rivers. I am not talking about what he is doing. I am talking 
about what he is saying. And among other things, he is alleged to 
have said this, if I understood Mr. Short and Mr. Hébert correctly, 
that in time of emergency that may be converted into a crude trans- 
portation medium. 

Mr. Minckter. That is right. 

Mr. Rivers. Do you agree with that or not? 

Mr. Minckter. That is physically possible. 

Mr. Rivers. But not economically or needed in time of emergency ? 

Mr. MiIncK eR. I can’t see in case of an emergency where that would 
do any good, because I think the products line to which he referred 
would stay as a products line. I don’t believe it would be a crude 
line. 

Mr. Rivers. And under no conditions would this area need the 
importation of crude from west Texas or anywhere else in time of 
war / 

Mr. Mincxier. Would need it from Canada. 

Mr. Rivers. But 

Mr. Mincxter. But that is all. 

Mr. Rivers. Wait now. I am talking about this area. I am talking 
about this area, not district 5. 

Mr. Mincxter. Oh, district 5. You are talking about Los Angeles 
area ? 

Mr. Rivers. Yes. 

Mr. Mrxckter. Los Angeles area is completely self-sufficient in 
crude oil under any circumstances by pipeline movements. 

Mr. Rivers. Or any other kind of movement. 

Mr. Mincxuer. Well, I say we could supply the area. All of the 
refineries of this area can be supplied from California oilfields by 
pipelines which are now in existence. 

Mr. Rivers. And by native crude? 

Mr. Mincxurr. That is correct. 

Mr. Rivers. In this, the Los Angeles area ? 

Mr. Mrncxter. The Los Angeles area. 

Mr. Rivers. And under no war or any other kind of emergency 
would you need to import crude, in this, the Los Angeles area? 

Mr. Mincxkter. That is correct. 

Mr. Héserr. Thank you very much, sir. 

Mr. Snort. I don’t want to unduly delay the gentleman, but he has 
come a long way and he does know his subject. If I might be per- 
mitted to ask him another question or two. 

Mr. Hésert. Go ahead, Mr. Short. 

Mr. Snort. I will try to make it as brief as possible. 

In the hearings we held back in 1948 on the petroleum picture, the 
overall picture, after returning from Saudi Arabia, I said to Secre- 
tary Forrestal: 





So we shouldn’t rely too much, certainly not altogether, upon the Near East 
as a supply for our Military Establishment in case of another emergency. 

Secretary Forrestay. Certainly it cannot be regarded with the same sense of 
security that we regard oil in Louisiana, Texas, or California. 


And in that same hearing Mr. Vinson, of Georgia, speaking, said : 


Mr. Chairman, since we are talking about California, this is sort of running 
through my mind. What would be your thought, Mr. Secretary— 


addressed to former Secretary Ickes— 
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with reference to building a pipeline for oil from the fields of Texas out to Cali- 
fornia, to some of the big national-defense bases? 

Mr. Ickes. We have considered that. More particularly, I have discussed 
that on several occasions with Mr. Ralph K. Davies, who I understand came up 
here and who is one of the most competent oilmen in the country and knows his 
California. I at first doubted whether it could be done. He told me that in 
the opinion of the engineers, who had somewhat explored it, was that it could 
be done. 

Mr. Vinson. Could be done? 

Mr. Ickes. Yes. 

Mr. Vinson. My understanding is that they now have a gasline from the Texas 
fields out into California. The thought has been running through my mind for 
a considerable time that in view of the likelihood of the national defense requir- 
ing a great deal of petroleum on the west coast, we should not be dependent 
entirely upon the fields of California, that is, Elk Hills, but we should bring oil 
from the Texas fields by pipeline and make it available to the national defense 
in the Pacific area, particularly in California. 

Mr. Ickes. California greatly needs new supplies of crude. 

Mr. Vinson. That is right. 


And then in a report by Mr. C. E. Davies, Assistant Deputy Ad- 
ministrator, Domestic Petroleum Operations, he had this to say when 
the Union Oil Company of California and the Standard Oil Company 
of California were requesting adjustment of ceiling prices for crude 
petroleum : 


Our review of the application submitted to OPS by Union Oil Company of 
California and Standard Oil of California results in the following conclusions: 

1. There is a shortage of both crude oil and products on the west coast. The 
seriousness of the shortage is indicated by the fact that the military has been 
forced to purchase approximately 37 percent, 50,000 barrels daily of its west 
coast requirements from United States, gulf coast, and Caribbean ports, at a 
substantial increase in cost by reason of the abnormal transportation expense 
incurred. This is both an abnormal and an uneconomic operation for the mili- 
tary and is not in the best interests of national security and the national- 
defense effort. The shortage would have been greater if several west coast 
refiners had not imported approximately 37,000 barrels daily of crude oil from 
foreign sources at excessive cost. 

It is evident that even the extraordinary and uneconomic movement of crude 
was insufficient to permit military demands to be met. 


And further he states: 


There is at the present time unquestionably a shortage of indigenous crude 
oil and of light products, that is, motor gasoline and distilate products, on the 
west coast which adversely affects our military effort and the national-defense 
program. The shortage is caused primarily by the impact of the extraordinary 
military and national-defense demands. As a direct result of the shortage of 
indigenous crude and of products, the military has been forced to purchase in 
excess of 37 percent, 50,000 barrels daily, of its west coast requirement at gulf 
coast and Caribbean ports at high cost due to abnormal transportation expense. 

Because it cost 3 or 4 times as much to bring by tanker from the 
gulf ports to southern California as it would by a pipeline, and it cost 
about 6 or 8 times as much to bring it by tank car as it would by pipe- 
line. 

I wanted to get that in the record. 

Mr. Heépert. Yes. 

Mr. Suort. And any comment he cares to make. 

Mr. Hésertr. Any comment to make? 

Mr. Mincxter. That was made in the Korean war? 

Mr. Hésert. No. 

Mr. Suort. 1953; 1953, after the Korean truce at Panmunjom. 

Mr. Mrinckter. Yes. 

Mr. Hépvert. Do you care to make any comment, sir? 
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Mr. Mincxter. I don’t. 

Mr. Suort. Certainly, with these B-52’s that fly in excess of 50,000- 
foot altitudes and at 600 miles-an-hour and a 6,000-mile radius—they 
are not going to use less juice but much more. 

Mr. Hé&sert. Thank you very much, Mr. Minckler. We appreciate 
your cooperation in coming up this morning. 

Mr. Mrincxter. Thank you, 

Mr. Heéserr. Mr. Fox. 

Mr. Fox. Yes, sir. 

Mr. Héserr. All right, Mr. Fox, we will let you read your state- 
ment without interruption from members of the committee and then 
the committee will recess until 2 o’clock this afternoon, after you 
finish your statement. 

Mr. Fox. Fine. 

Mr. Hésert. And then question you on it. 

Mr. Fox. Very good, sir. 

Mr. Hésert. So if members of the committee will cooperate to 
allow Mr. Fox to read his statement without interruption. There 
is no use in getting into an examination of a subject and then have 
to leave. 

All right, Mr. Fox. 


STATEMENT OF STARK FOX, EXECUTIVE VICE PRESIDENT, OIL 
PRODUCERS AGENCY OF CALIFORNIA 


Mr. Fox. My name is Stark Fox. I am executive vice president 
of Oil Producers Agency of California, a statewide organization 
consisting solely of independent producers of oil in California. Per- 
haps I should add, to make it clear, that it is a trade association. 

It is a pleasure and a privilege to have this opportunity to present 
our views as to the availability of oil on the west coast in time of 
emergency. Like you, and like all citizens of our country, we are 
keenly aware of the all-consuming importance of keeping our Nation 
strong; like you, and like all citizens of our country, we want to 
contribute to that strength in every way we can. 

Because we are in the oil business, and because we operate on the 
west coast, we are perhaps more familiar with the part west coast 
oil played in World War II, and are also in a somewhat better 
position to evaluate the part it may be called upon to play in another 
national emergency, than those who, even though they may be in the 
oil industry, do not live with west-coast opportunities and problems 
every day. 

In any event, we are happy to give you our thoughts on the subject 
of your investigation. We hope that they will be of benefit in your 
deliberations. 

The question of west-coast oil supply in time of war, it seems to 
us, revolves not around the problem of redistribution of present 
known supplies, but rather of increasing total supply. This opinion 
will be developed in full in following sections of this statement, but 
to provide the background necessary for complete understanding, the 
present west-coast oil-supply situation will be compared with that 
during World War II, our last real emergency. 

With the chairman’s permission, I will not read the subheading 
nor refer to the reference notes as they occur. 
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Mr. Hésert. All right. Proceed as you like. It will all be made 
part of the statement. 

Mr. Fox. Yes, sir. 

During the World War II years 1942 through 1945, inclusive, 
total California production of liquid hydrocarbons increased from 
722,000 barrels per day in 1942 to 952,000 barrels per day in 1945. 
This production includes crude oil plus all natural gas liquids, and 
each of the war years saw an increase over the preceding year. Be- 
cause of war demands, both military and civilian, California fields 
were produced at capacity; in fact, some fields, with consent of the 
Petroleum Administration for War, were produced in excess of max- 
imum efficient rates. There was no reserve nor additional capacity 
available. The yearly increases from 722,00 barrels per day during 
the period 1942-45, inclusive, brought California production of all 
jiiquid hydrocarbons to a 4-year average of 850,000 barrels per day. 

Now, we independent producers have grown accustomed to dire 
predictions that the supply of oil in California, and hence on the 
west coast, is running out, and that heroic steps must be taken to 
assure that supply. These have been recurrent predictions; we believe 
that this committee may be interested in what has actually happened. 

Daily production was capacity production in California during 
World War IT; capacity of California fields, including 43,000 barrels 
per day of Elk Hills production, was 952,000 barrels per day in 1945, 
10 years ago. Today, capacity of California fields, according to the 
National Petroleum Council, is 1,058,000 barrels per day, exclusive of 
Elk Hills Naval Reserve, which is discussed later herein. 

Thus, in spite of the dire predictions, and in spite of total produc- 
tion of approximately 3 billion barrels of liquid hydrocarbons be- 
tween the end of 1945 and the end of 1954, availability of hydrocar- 
bons in California exclusive of Elk Hills actually increased by 149,- 
000 barrels per day. The current figure, moreover, represents effi- 
cient productive rates, whereas the World War ITI rate involves some 
excessive rates because of emergency needs. 

Again referring to predictions that California is running out of 
oil, much has been made of the fact that there have been no so-called 
major oilfields discovered here in recent years. 

On the other hand, in the 9 years 1946-54, inclusive, 718 new oil 
and gas fields and pools have been discovered in California, includ- 
ing discoveries of extensions to old pools, according to the American 
Association of Petroleum Geologists. This is an average of 79.77 per 
year, and it may be significant that during the last 4 years, 1951-54, 
inclusive, the average is even higher at 88 per year. Such a discovery 
rate lends support to the conviction that instead of running out of oil, 
California is maintaining its ability to produce at a high level if 
emergency conditions should require it. 

This discovery rate, plus efficient operation of producing fields 
and the adoption of secondary recovery methods, has resulted in an 
Increase in recoverable reserves of California liquid hydrocarbons. 

As of the end of 1954, these recoverable reserves were 4,219 million 
barrels, an increase of 617 million barrels over their total of 3,602 
million barrels at the end of 1946. During the 8-year period from the 
end of 1946 to the end of 1954, approximately 3 billion barrels of 
liquid hydrocarbons had been produced from California fields, so 
that the annual average of approximately 80 new fields and pool dis- 
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coveries, plus gains in production technology, replaced not only all 
production, but actually gave the State more reserves and a greater 

roductive capacity than at the beginning of the period. The result 
is that the ratio of reserves to production increased from 10.7 to 1 in 
1946 to 10.9 to 1 in 1954. 

It would appear, then, that indigenous capacity to produce liquid 
hydrocarbons on the west coast has more than held its own over the 
years, which should confound those who have argued that it would 
inevitably decline. 

There is another element in present west coast oil supply which was 
nonexistent during World War II. This element consists of product 
and crude oil pipelines into the Western States now operating or 
definitely scheduled to be built. 

Three of these pipelines are for oil products. Their combined ca- 

acity is in excess of 60,000 barrels per day, and all of the products, 
in general from the Rocky Mountain States and from the Southwest, 
are adding or will soon add to west coast supply. 

Because these pipelines carry products rather than crude, their 
capacity is much more significant than the mere figures would indi- 
cate. For example, west coast refineries manufactured approximately 
40 percent of gasoline from the total of raw materials utilized in the 
manufacturing process during 1954. Thus, if the 60,000 barrel per 
day pipeline capacity were devoted exclusively to shipments of gaso- 
line, the resultant addition to supply on the west coast would be the 
equivalent of 150,000 barrels per day of indigenous liquid hydrocar- 
bon production. If, however, it were devoted exclusively to light fuel 
oils, the 60,000 barrel per day new pipeline capacity would provide a 
west coast supply equivalent to 450,000 barrels per day of indigenous 
raw material production, since west coast refiners recover less than 
14 percent of light fuels from raw material processed. 

These recoveries, gentlemen, are based on 1954 refinery operations. 

Similarly, if this capacity were utilized for the shipment of fuel 
oil, it would be the equivalent of 178,000 barrels of raw materials per 
day, because residual fuel recoveries on the west coast are less than 34 
percent. 

In time of war, these product pipelines could be used at full capacity 
for whatever product or combination of products was in greatest 
need. This very flexibility in itself is of great emergency value, even 
though the variables involved make it impossible to relate the ca- 
pacity directly to equivalent raw material supply. It is clear, how- 
ver, that a product pipeline of any significant capacity provides a 
disproportionately large supply in terms of raw materials. 

The pipeline which brings Canadian crude to the west coast of 
Canada and to our own Pacific Northwest also provides an additional 
source of raw material supply. 

This pipeline has an installed capacity of 150,000 barrels per day, 
and will have an ultimate capacity, when and if needed, of 300,000 
barrels per day by the installation of additional pumping stations. 
It is at present operating at about 100,000 barrels per day. 

Backing up this pipeline is a Canadian crude oil availability es- 
timated at 975,000 barrels per day by the end of 1960. Of this amount, 
some 358,000 barrels per day will be used in Canada and the Northern 
States of the United States, leaving about 617,000 barrels per day 
for shipment to the Pacific coast. Obviously, with more than 600,000 
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barrels per day available, the ultimate of 300,000 barrels per day of 
pipeline capacity can be more than amply supplied. Wael 

With 150,000 barrels per day of installed crude oil pipeline ca- 
pacity, and productive capacity of 1,058,000 barrels per day in Cali- 
fornia (exclusive of Elk Hills), total availability of raw liquid hy- 
drocarbons on the west coast today is 1,208,000 barrels per day. This 
compares with 952,000 barrels per day at the end of World War IT, 
including 48,000 barrels per day from Elk Hills, and an average of 
850,000 barrels per day, including 28,000 barrels per day from Elk 
Hills during the 4-year World War II period. Raw material avail- 
ability, exclusive of Elk Hills, on the west coast thus has increased 
299,000 barrels per day, or 33 percent over the World War IT peak, 
and 381,000 barrels per day, or 46 percent over the World War II 
average. 

These increases in availability are in raw materials only, and do 
not include the previously discussed new sources of products to the 
equivalent of from 150,000 to 450,000 barrels per day of raw materials. 

There is still another new supply of energy on the west coast which 
was nonexistent in World War II and which, while not a liquid 
hydrocarbon, is highly important. It is the natural gas now being 
brought into California, and soon to be brought into the Pacific North- 
west from the Southwest and Canadian producing areas. 

During 1954, this supply of natural gas was 1.27 billion cubic feet 
per day, the equivalent of 213,000 barrels per day of fuel oil. Present 
capacity of the pipelines is approximately 1.4 billion cubic feet per 
day, and announced plans of the utility companies concerned call for 
an additional 450 million cubic feet of daily capacity by January 1, 
1959. With capacity thus increased to approximately 2 billion feet 
a day, the equivalent of “imported” natural gas in terms of fuel oil 
will be 333,000 barrels per day. In addition to gas imported into 
California from the San Juan and Permean Basins, some 250 million 
cubic feet a day are being brought into Arizona and Nevada, and 
another 230 million have been authorized into Oregon and Washing- 
ton, the equivalent of 80,000 barrels per day of fuel oil. 

As for California, this natural gas supply in fact displaced fuel 
oil consumption by public utility and industrial users to the extent of 
178,000 barrels per day in 1954. Additional supplies of natural gas, 
as planned by the utility companies, will make additional quantities 
available for these classes of users. The effect is to make more liquid 
fuel available for other users, including military, and hence to aug- 
ment the quantity of petroleum available during an emergency. 

Compared with World War IT, therefore, availability of raw hydro- 
carbons in the Western States, including the petroleum equivalent of 
natural gas will, within the next 5 years, have increased from the 1945 
peak of 952,000 barrels per day to 1,471,000 barrels per day, an amount 
of 519,000 barrels per day and a percentage increase of 53 percent. 
This is an increase of 621,000 barrels per day, or 73 percent, from the 
World War IT average of 850,000 barrels per day. 

Oil demand on the west coast continues to increase, of course. Of 
total demand, however, there is one basic element, civilian domestic 
demand in the five Western States of California, Oregon, Washington, 
Arizona, and Nevada, plus Alaska and Hawaii and minor shipments to 
contiguous States. This demand averaged approximately 953,000 
barrels per day in 1954, against a capacity of 1,058,000 barrels per day 
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of indigenous liquid hydrocarbon production (exclusive of Elk Hills). 
In addition, there were pipeline and other shipments of crude and 
products of a little more dean 57,000 barrels per day from other domes- 
tic sources. These shipments did not include any imports from for- 
eign sources. Thus, domestic capacity plus receipts of oil from do- 
mestic sources was 1,115,000 barrels per day, against a civilian domes- 
tic demand of 953,000 barrels per day. There was, therefore, a sur- 
plus of 162,000 barrels per day in west coast availability of oil as com- 
pared with the civilian west coast demand for oil. 

Offshore demand for west coast oil was 83,000 barrels per day in 
1954 and military demand was 119,000 barrels per day, making total 
demand 1,155,000 barrels per day. 

In the event of an emergency, however, a large part of the offshore 
demand from California can be disregarded. It may be necessar 
to maintain certain shipments to the west coast of Central and South 
America, however, and to British Columbia. These shipments would 
probably be on the order of 50,000 barrels per day. Military demand, 
on the other hand, cannot be estimated herein. 

Thus we have two factors; civilian domestic demand and necessary 
offshore shipments. Civilian demand, as of 1954, was 953,000 barrels 


per day, and could have been supplied by present California produc-- 


tion and present shipments from other domestic sources into the west 
coast, with a 162,000-barrel-per-day surplus. Civilian domestic de- 
mand has, however, shown an average annual increase of about 3 per- 
cent since 1946, which, if continued, will mean a demand of approxi- 
mately 1,127,000 barrels per day in 1960. Even so, present known 
productive capacity in California, plus shipments into the west coast 
from other domestic sources, leaves a deficit of only 12;000 barrels per 
day, or 62,000 barrels per day if necessary shipments of 50,000 barrels 
per day are added, which can easily be overcome by additional ship- 
ments either through the present installed and operating pipeline 
across Canada or saiondt shipments through present and planned 
product pipelines. The extent to which additional natural-gas sup- 
plies would reduce this deficit is difficult to estimate, but disregardin 
them, the Canadian crude line alone, which now has an iS stalled 
capacity of 150,000 barrels per day, provides more than enough supply 
to overcome the estimated deficit. 

The contemplation of a crude oil pipeline from any area into the 
west coast, as a defense measure, is idle unless there is sufficient refinery 
ria to process the unusable crude into usable products. Accord- 
ing to the United States Bureau of Mines, California refining capacity 
was 1,198,000 barrels per day on January 1, 1954. About 100,000 
barrels per day additional has been scheduled by the end of 1955, which 
will bring the total to 1,298,000 barrels per day. 

All of the increased refinery capacity, both now in operation and 
planned for the immediate future, is located geographically so as to 
rely principally upon crude oil from the presently operating Canadian 

ipeline. As noted earlier, that line now has a capacity of 150,000 
cea per day; it is designed for an ultimate capacity of 300,000 
barrels per day. With indigenous raw material availability of 1,- 
058,000 barrels per day in California and Canadian pipeline capacity 
of 300,000 barrels per day, raw material supply will be 1,358,000 barrels 
per day, 60,000 barrels per day more than refinery capacity. This 
surplus will exist without considering Elk Hills as a source of oil. 
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Thus it appears that present and planned refinery capacity on the 
west coast can be supplied by productive capacity of California fields 
plus crude oil pipeline capacity already built. It follows that the 
uddition of another crude oil pipeline into the area, from. whatever 
source, would create a surplus raw material supply of no use to anyone 
because there would be no facilities to process it into usable products. 

The major refinery expansion planned for the west coast will be 
located in the Pacific Northwest rather than in southern California. 
Whether by accident or design, this policy in fact conforms with the 
general national-defense policy of dispersal of military facilities. It 
also, as a practical matter, makes incongruous any plan to bring addi- 
tional raw material into the Los Angeles area. 

Occasional reference has been made to the fact that there was a 
shortage in west coast oil supply during World War II. It may be 
helpful to review the experience during that time and compare it with 
present conditions. 

First, California production averaged 850,000 barrels per day dur- 
ing the period, with a peak of 952,000 barrels per day in 1945. This 
petroleum availability compares with a present capacity of 1,058,000 
barrels per day—106,000 barrels per day more—today. 

Second, receipts of all oils—from crude oil to the lightest of prod- 
ucts—ranged from 6,000 barrels per day in 1942 to a peak of 40,000 
barrels per day in 1945, averaging 23,000 barrels per day. Total avail- 
ability of oil during World War II was, therefore, 873,000 barrels per 
day on a 4-year average, and 992,000 barrels per day in the peak year 
of 1945. Peak year availability, including production and shipments 
into the area, thus was 66,000 barrels less than today’s local crude and 
natural-gas liquids productive capacity alone. 

Furthermore, in 1954, normal peacetime shipments into the west. 
coast area, by all forms of transportation, but excluding imports of 
crude from foreign sources, were 57,000 barrels per day, or 17,000 
barrels per day more than the World War II peak. This development, 
brought about by normal economic forces plus pressure of increased 
productive capacity principally in the Rocky Mountain region, has re- 
sulted in increased facilities for use if an emergency arises. These 
facilities consist of the new product pipelines referred to earlier herein. 
While there is no public information available by which to gage esti- 
mated military demands for oil on the west coast if there should be an 
emergency, it may be possible to measure the impact of such a demand 
by a review of the experience during World War II. 

In 1945, the year of peak Federal demand on the west coast in World 
War II, Government purchases were 400,000 barrels per day. These 
purchases represented 42 percent of the California oil industry’s pro- 
ductive capacity of 952,000 barrels per day during that year, and 40 
percent of the available supply including receipts of crude and prod- 
ucts from domestic sources outside the west coast. 

By contrast, a military volume of 400,000 barrels per day in 1954 
would have represented 38 percent of California productive capacity, 
exclusive of Elk Hills, and 36 percent of capacity plus receipts ex- 
clusive of foreign imports during the year. 

If the present installed capacity of 150,000 barrels per day of the 
Canadian crude line is considered a firm source of supply to the west 
coast, as it is, a 400,000-barrel-per-day military requirement becomes 
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only 32 percent of oil availability on the west coast. This is 8 per- 
centage points less than it was in the World War II peak year. With 
designed ultimate capacity of 300,000 barrels per day of the Canadian 
pipeline in operation, military demand would be only 28 percent of 
total availability, including California productive capacity and re- 
ceipts from domestic sources but exclusive of all seaborne imports. 

Conversely, military demand could rise to 565,000 barrels per day, 
an increase of 165,000 barrels per day or 41 percent, and still only 
equal the percentage of total available supply which it represented 
during World War II. 

There is a potential source of oil of considerable magnitude on the 
west coast. It consists of the submerged lands off the coast of Cali- 
fornia, on which many seismographic surveys have been made and 
on which actual exploratory work can soon be 8 a ag 

The latter was impossible, of course, before the controversy between 
the coastal States and the Federal Government over ownership was 
settled by the last Congress. It has since been impossible because of 
restrictions in the California law. This law has been amended by the 
State legislature, and now permits orderly development of these oil 
deposits. 

In a report of the National Petroleum Council, it is estimated that 
availability of oil from submerged lands off the California coast might 
reach approximately 100,000 barrels per day within 5 years after they 
had been opened for dev elopment. There is no question that explora- 
tory work will now be undertaken by the industry. Thus, in addition 
to the available supply heretofore described herein, there is a potential 
supply increment of 100,000 barrels per day just off the California 
shore. 

Development of offshore production in California does not repre- 
sent the ultimate in west coast oil supply, however. There is much 
interest in oil possibilities in Oregon, Washington, and Nevada, as 
well as Arizona. Thus far, wells drilled in these States have proved 
unproductive except for Nevada, but geological formations of promise 
still exist and cannot be written off until they are tested by the drill. 
Obviously, no availability can be forecast at this time; the possibility 
is mentioned here as a potential “bonus,” over and above the assured 
supply already described. 

In the event of an emergency, it may be well to bear in mind that 
it will be national, and not confined to the west coast. A wartime 
demand for oil will not be localized; it will affect oil demand in the 
rest of the country as much as, or more than, on the west coast, par- 
ticularly in the industrialized east in which most war material is 
produced. 

At the same time, total supply of oil available to the Nation will 
be diminished by the extent of the disruption of imports from foreign 
sources. Currently, approximately 1,250,000 barrels per day of such 
imports are entering the country, all but approximately 100,000 
barrels per day of which are laid down on the Atlantic seaboard. It 
is fair to assume, we think, that this supply would be seriously re- 
stricted until naval supremacy were established. 

If imports were cut by half during wartime, the excess production 
capacity of about 2 million barrels per day as reported by the National 
Petroleum Council would be cut to 1,375,000 barrels per day. 
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All possible domestic oil would be needed—and it would be needed 
throughout the Nation. The domestic oil industry has developed 
along a definite geographical pattern; west coast oil supply has pro- 
vided oil for the West; oil supply generally east of the Rockies has 
provided oil for middle western, southern, and eastern requirements. 

Productive capacity of the Nation, exclusive of the west coast, is 
7,880,000 barrels per day. Domestic demand for oil exclusive of the 
west coast in 1954 was 6,780,000 barrels per day. Thus, based on the 
1954 average, productive capacity east of the Rockies was 1,100,000 
barrels per day greater than domestic demand east of the Rockies. 
With imports of 625,000 barrels per day, total availability east of 
the Rockies would be 8,505 000 barrels per day during an emergency, 
or only 1,725,000 barrels per day more than 1954 demand. ‘Thus, an 
increase of only 25 percent over 1954 demand in an emergency would 
absorb all of the excess capacity which existed east of the Rockies in 
1954. 

Obviously, in the event of war, all the oil available east of the 
Rockies would be needed east of the Rockies. There would be none 
for the west coast. 

Throughout this discussion, ahah California capacity or avail- 
ability of liquid hydrocarbons have been mentioned, it has been ex- 
plicity stated that the Elk Hills Naval Reserve was excluded. The 
intention has consistently been to describe conditions of availability 
without regard to Elk Hills because it is our understanding that it is 
the policy of this committee, and of the Congress, to reserve produc- 
tion from Elk Hills for emergency use. 

It is also our underst anding that the present investigation is con- 
cerned with the availability of oi] on the west coast in time of emer- 
gency. We feel, therefore, that the capacity of Elk Hills is germane 
to the subject, and that it is proper to consider it in the course of 
considering emergency west coast oil supply. 

We have seen that west coast oil supply, exclusive of Elk Hills, 
consists of the following: 

1. California liquid hydrocarbon availability of 1,058,000 bar- 
rels per day; 

Product pipelines of 60,000 barrels per day capacity (equiva- 
Me to from 150,000 to 450,000 barrels per day of raw materials) ; 

3. Canadian crude oil pipeline of from 150,000 to 300,000 bar- 
rels per day capacity ; 

4. Natural gas pipeline capacity of 2 2 billion cubic feet per day 
by January 1, 1959, equivalent of 335,000 barrels of fuel oil per 
day. (Plus the equivalent of an sdlitionn] 80,000 barrels per 
day into Arizona, Nevada, Oregon, and Washington.) 

We have also seen that civilian domestic demand is estimated at 
1,127,000 barrels per day in 1960, which can be easily met by in- 
digenous production of 1,058,000 barrels per day plus only 69,000 bar- 
rels per day, or roughly one-quarter the Canadian pipeline capacity, 
disregarding the 60,000 barrels per day of products pipeline capacity 
and the 333,000 barrels per day of fuel oil equivalent of natural gas 
pipeline capacity. 

But in the event of an emergency, we have Elk Hills. Elk Hills 
has a capacity today, according to the National Petroleum Council, of 
158,000 barrels per day. It is producing approximately 20,000 bar- 
rels per day, which means that it could “produce an additional 138,- 
65499556 
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000 barrels per day. There also is a “mothballed” natural gasoline 
plant ready to go into immediate operation and capable of producin 
(5,000 gallons of light products per day; such light products woul 
supplement the existing supply in the event of war. 

Slouiee World War IT, Elk Hills’ production increased from 12,- 
000 barrels per day in 1942 to 43,000 barrels per day in 1945. Its 
wartime average for the 4 years was 23,000 barrels per day, just 
slightly more than its current production and some 135,000 barrels 
per day less than its present capacity. 

If Elk Hills’ total capacity were utilized during war, it seems 
only logical since Elk Hills is a naval reserve dedicated to that pur- 
pose, it would add 158,000 barrels per day of liquid hydrocarbons to 
the present indigenous capacity, as hereinbefore discussed, of Cali- 
fornia fields. The total then would be 1,566,000 barrels per day, made 
up of 1,058,000 barrels per day from present fields, 158,000 barrels 
per day from Elk Hills, and 150,000 barrels per day from the Canadian 
pipeline. This capacity compares with an estimated 1960 civilian do- 
mestic demand of 1,127,000 barrels per day, leaving an immediate 
surplus of 239,000 barrels per day for the military, again disregarding 
60,000 barrels per day of product shipments into the west coast through 
existing pipelines and utilizing only half the ultimate capacity of the 
Canadian crude oil pipeline. 

If the 60,000 barrels per day of product pipelines and the full 
capacity of the Canadian pipeline be included, then availability on 
the west coast becomes 1,576,000 barrels per day, made up of 1,058,000 
barrels per day from present fields, 158,000 barrels per day from 
Elk Hills, 60,000 barrels per day of product shipments, and 300,000 
barrels per day through the Canadian line.' This would leave 449,000 
barrels per day immediately available for military purposes. We 
understand that rationing plans for use in an emergency are in exist- 
ence. If there were 10-percent rationing of civilian demand, an 
additional 113,000 barrels per day would be available; 226,000 barrels 
per day would be available with 20-percent rationing. In the latter 
event, 675,000 barrels per day would be available for military needs. 

It appears from the data herein that with production from known 
California fields, with present facilities to supplement that produc- 
tion with both raw materials and products from continental sources, 
and with known production of emergency oil from Elk Hills, the 
west-coast oil industry is relatively better able to support the military 
than was the case in World War II. 

It also appears that there will be no readily available oil from 
other domestic sources, since oil produced east of the Rockies will 
be needed east of the Rockies and that, therefore, emergency supplies 
as needed should be sought from areas upon which the industrialized 
east is not now dependent. This pattern is actually developing on 
the west coast, and if it is not interfered with, will continue to develop, 
making the west coast even sronger as time goes on. 

The inescapable conclusion is that there is no reason for undue 
alarm about oil supply on the west coast in time of war, but even 
if there should be, an attempt to supplement it from west Texas 
sources is not sound. This subject has been studied by the Office 
of Defense Mobilization, by the Petroleum Administration for 
Defense, by the military, and by a disinterested panel appointed by 
the Office of Defense Mobilization. In effect, all of these studies 
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resulted in decisions that Government participation in such a project 
is unwarranted. With this we agree, for reasons which we have tried 
to make clear herein. 

Mr. Hésert. Thank you very much, Mr. Fox. 

The committee will stand in recess until 2 o’clock, at which time 
the members of the committee would like to have the privilege of 
examining you on your statement. 

Mr. Fox. Very good, sir. 

(Whereupon, at 12:25 p. m., the subcommittee recessed until 2 
p- m.) 

AFTERNOON SESSION 


Mr. Rivers. I will ask the committee to come to order. 

Mr. Hébert will be slightly detained, so he has asked me to take 
the gavel until he appears. 

Mr. Courtney suggested that we find out just who is present this 
afternoon on our first day’s agenda, and who remains to testify this 
afternoon. 

Mr. Courtney. 

Mr. Courtney. As I understand it now, Mr. Seaman follows Mr. 
Fox, who has just testified, and who has not yet been examined. 

There is a witness who desires to be heard, as the chairman ex- 
plained this morning, from the State of Arizona, on behalf of the 
State of Arizona. 

Mr. Rivers. Is he here now? 

Mr. Courtney. He is not here, Mr. Chairman. He will be here 
tomorrow morning. 

Mr. Rivers. Mr. Seaman is the next witness ? 

Mr. Courtney. Mr. Seaman, who is the next witness. 

Now, anybody desiring to be heard—Mr. Kirk? 

Mr. O’New.. I am scheduled after Mr. Fox. 

Mr. Rivers. Mr. O’Neill, you come before Mr. Seaman ? 

Mr. Courtney. Yes, that is right. Mr. O’Neill. 

Mr. Rivers. All right, sir; Mr. O’Neill, Mr. Seaman 

Mr. Courtney. That is our regular schedule. 

Mr. Rivers. Mr. McGanney ? 

Mr. Courtney. Mr. Spratt and then Mr. Miller. 

Mr. O’Neill is to follow Mr. Fox. Mr. Seaman, whose statement 
is here, is to follow. 

Mr. Rivers. Who is No. 3? 

Mr. Courtney. Mr. O’Neill, who is No. 3, is here. Mr. Seaman, 
Mr. McGanney, Mr. Spratt, and Mr. Miller. I understand Mr. 
Spratt will not be here to testify until tomorrow morning. 

Now, Mr. Glasco, you indicated that you desired to be heard. And 
you would be heard in what behalf. I mean, representing yourself 
or an organization, or what? . 

Mr. Grasco. An organization, the West Coast Pipeline Co. 

Mr. Rivers. You come on tomorrow morning. 

Mr. Courtney. Mr. Chairman, anyone else that desires to be heard ? 

Mr. Rivers. Is there onyone else here who cares to testify or repre- 
sents any organization, either for himself or for that organization, who 
cares to testify ? 

(No response. ) 

Mr. Rivers. Now, Mr. Fox. 
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Mr. Fox. Yes, sir. 

Mr. Rivers. I want to thank you for a very fine statement prior to 
our adjourning for lunch. 

Now, are there any members of the committee who care to interro- 
gate Mr. Fox? 

Mr. Miter. Yes. 

Mr. Hess. I would like to ask him a question or two. 

Mr. Rivers. All right. Mr. Miller. 

Mr. Mitier. Mr. Fox, as I take it from your statement, the defi- 
ciency on the west coast is in refining capacity rather than in raw 
product, petroleum product ? 

Mr. Fox. If there is a deficiency ; yes, sir. 

Mr. Mier. I mean in the event of an emergency, I should say, 
the deficiency would be in refining capacity rather than in ability 
to obtain the raw product ? 

Mr. Fox. Mr. Miller, I think the statement that I made indicates 
that there is sufficient raw material availability to occupy the com- 
plete refining capacity on the west coast without additional raw 
materials from any source. 

Mr. Mitxer. So that if we brought 

Mr. Fox. I would say, then, that your statement is correct. 

Mr. Mutter. Then if we brought more raw materials in here in order 
to make them available we would have to have additional refining 
capacity ¢ 

Mr. Fox. To make use of them. 

Mr. Mitter. So just bringing the raw materials in is not going to 
solve the problem of an adequate supply of petroleum products in the 
event of an emergency ¢ 

Mr. Fox. Right. 

Mr. Mitxer. I notice that you referred to a plant being in mothballs 
and the unit that you had used throughout your statement was barrels 
per day, but when you referred to the plant at Elk Hills you rated it 
in gallons per day. ; 

Mr. Fox. Yes, sir. 

Mr. Mitier. Is that correct? 

Mr. Fox. Yes, sir. 

Mr. Miter. That 75,000 gallons a day, then, is just in excess of 
maybe a thousand, a little over 1,000 barrels per day ? 

Mr. Fox. Well, approximately 2,000—42 gallons to a barrel, Mr. 
Miller. 

Mr. Mitter. That is all. 

Mr. Rrvers. That is not much of a capacity? 

Mr. Fox. It is quite a capacity when you consider that particular 
material is blending stocks hor other products. 

Mr. Rivers. What is it, a catalytic agent, or 

Mr. Fox. It isa natural gasoline plant which recovers butanes and 
propanes and so on from the natural gas that is produced in conjunc- 
tion with the oil, and those materials are raw materials used to blend 
up and otherwise treat petroleum products. 

Mr. Rivers. Build up the octane? 

Mr. Fox. Used in blending up gasoline qualities, and so on. 

Mr. Rivers. Mr. Hess. 
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Mr. Hess. Mr. Fox, from your figures that you gave us here in your 
prepared statement, the potential in the time of an emergency or in 
the event of war—the amount that could be increased ? 

Mr. Fox. Yes. 

Mr. Hess. For example, the additional amount that could be pro- 
duced at Elk Hills. 

Mr. Fox. Yes. 

Mr. Hess. And the additional amount that could be brought down 
from Canada. 

Mr. Fox. Yes, sir. 

Mr. Hess. What are we going to do with all that? That is going 
to be a surplus, won’t it, if we » don’t construct additional plants to 

take care of that crude? 

Mr. Fox. Well, Mr. Hess, you are not producing that from Elk 
Hills now, so it is not surplus. 

Mr. Hess. You are not producing it? 

Mr. Fox. No. 

Mr. Hess. But in the event of an emergency you are going to have 
so much crude you won’t know what to do with it? 

Mr. Fox. Well, we are back now to Mr. Miller’s point, that you need 
refining capacity. 

Mr. Fess. That is exactly right. 

Mr. Fox. If you are going to expand the raw materials capacity. 

Mr. Hess. That is what I say. 

Mr. Fox. Yes, sir. 

Mr. Hess. = are there any plans in the making for additional 
refining capacity? Because if an emergency should come on us within 
the next few months, let us say, and you open up Elk Hills, and you 
bring additional crude down from Canada, you cannot use it? 

Mr. Fox. Well, first, I would like to say that I of my own knowl- 
edge don’t know what plans are in existence behind the closed doors 
of the refining and marketing companies for future expansion. I 
don’t know the answer to that one. In the event of an emergency, I 
think we could probably count on a disruption of any oil being 
brought in to California or the west coast from overseas sources. 

Mr. Hess. That is 50,000 barrels a day ? 

Mr. Fox. Roughly 50,000 barrels a day. Well, Elk Hills, for exam- 
ple, might take up part of that 50,000-barrel-a-day loss. 

Mr. Hess. But the 150-—— 

Mr. Fox. Escada, but obviously if you are going to be com- 
pletely self-sufficient for the military or for any other purposes on 
the west coast, you must increase refining capacity along with raw 
material availability, the one goes with the other. The one without 
the other doesn’t make any sense. 

Mr. Hess. Well, is there excess refining capacity in the area 
around—in areas or in Texas any place at all, that we could run a 
products line in here and in the event of emergency bring the products 
in? 

Mr. Fox. I don’t know the answer to that question, sir. I am not 
familiar with refinery capacity in the areas which you mentioned. 

Mr. Hess. That is all. 

Mr. Rivers. Mr. Short. 

Mr. Suorr. Mr. Chairman, one of the things that puzzles me in 
the hearings both at Washington and here is that some of the figures 
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given by some of the witnesses, and then figures that we read in testi- 
mony given by other people and read in your oil dailies and journals, 
don’t jibe. 

I must confess that Mr. Fox made a very fine statement, I thought, 
this morning, and rather reassures me—— 

Mr. Fox. Thank you, sir. 

Mr. Snort. I rest a little more easily to know that you are produc- 
ing so much and so well here in California, and that you can meet 
not only your peacetime needs, but wartime requirements without 
bringing raw material or crude in from other sources. 

Now, your picture was almost too rosy. While it encouraged me 
more than some of the testimony I have heard, it is so optimistic that 
it almost frightens me. 

You made the point, certainly from your testimony, that there is 
lenty of oil here in California production, with certain supplies de- 
ivered through these pipelines that you enumerated. Now, the ques- 

tion pops into my mind: Is it possible that California could be over- 
producing its wells with the result that much oil, perhaps, is being 
lost forever to the detriment not only of the people here on the west 
coast but all over the United States? 

Perhaps you are not following sound—of course, you don’t have 
conservation here in California, as you do in some States. But I am 
wondering whether or not you are following good, sound engineering 
practices ? 

For instance, in this hearing in 1953, when Mr. Petersen, the presi- 
dent of Standard Oil of California, appeared before the Interstate 
and Foreign Commerce Committee, he stated on page 166: 

I think the producing people of the oil industry feel, Mr. Chairman, that an 
oil reservoir should properly be produced or could properly be produced at 
something like 7 percent extraction a year. California is producing its fields 
at about 9% percent, or about 25 percent more than what good petroleum engi- 
neering would indicate would be proper practice to get the most oil out of that 
reservoir. 

Now, I wonder whether you would agree with that statement? The 
soundest engineering among oilmen is that you can extract 7 percent 
a year and get the maximum oil out of the earth. But if you extract 
in excess of that, say 914 percent, that you have been doing, which is 
25 percent in excess of that amount, then you are going to waste a 
lot of your oil. 

Mr. Fox. I take it, Mr. Short, that that was an expression of Mr. 
Petersen’s opinion, and I would neither quarrel with nor support that 
opinion. 

Mr. Snort. That is a good, frank, forthright answer. 

Mr. Petersen stated on the following page, 167, of the same hearing: 

Since the war it is estimated that some eighty-odd-million barrels have been 
produced in excess of the recommendations of the Petroleum Engineering 
Committee. 

I wonder if that is an accurate statement ? 

Mr. Fox. I would assume so. 

Mr. Snort. You have actually produced eighty-odd-million bar- 
rels more since the war than was recommended by your best engi- 
neering genius and judgment? 

Mr. Fox. I will certainly accept that as being a true statement. 

Mr. Suorr. Fine. 
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Mr. Fox. Considering the authority for it. 

Mr. Snort. Now, then, not only Mr. Petersen, but Mr. Charles S. 
Jones, the president of Richfield, I think he is, speaking to the San 
Joaquin Valley Oil Producers Association, on March of last year, 
stated this: 


California has produced approximately 10 billion barrels of oil. I sincerely 
believe that excess rates of production, improper spacing of wells, high gas-oil 
ratios, blowing of gas into the air, and other practices followed in producing that 
10 billion barrels of oil, resulted in the waste of another 10 billion barrels, waste 
in the sense that it can’t now be recovered by the practices and methods now 
being generally followed in the fields where such oil exists. 

That is a rather startling statement. 

Mr. Fox. I heard Mr. Jones make it. 

Mr. Suort. Did you? 

Mr. Fox. I was present at the time. 

Mr. Suort. Do you agree with that? It is rather shocking to just 
an ordinary layman. I am no expert in this field. 

Mr. Fox. I don’t know that I can completely agree with it. 

Mr. Snort. Particularly disagree? 

Mr. Fox. No. Again, I will say that Mr. Jones is a man of knowl- 
edge and ability and stature in this industry, and if that is his opin- 
ion, why, as far as I am concerned, it is perfectly all right. 

Mr. Suort. Now, if it is true that this overproduction here, this 
stepped-up and overproduction, under high pressure, is wasting our 
oil, then why in the world can’t we bring in oil from other areas where 
they are not overproducing, but where, for instance, like the west 
Texas field, they have over 1 million barrels a day shut in? They 
would like to get rid of it, to develop their fields. Why can’t we use it 
where it is not being overproduced, if we want to conserve oil for the 
Nation? 

Mr. Fox. First, I believe you opened your statement with a remark 
“Tf oil is being overproduced in California, then why can’t we do these 
other things?” I have not agreed that oil is being overproduced in 
California. 

Mr. Suorr. Although Mr. Petersen and Mr. Jones seem to think 
it has been ? 

Mr. Fox. And I refer you to the record. I haven’t agreed. 

Mr. Snort. Well, there can be an honest difference of opinion be- 
tween intelligent and good men. 

It wouldn’t do if we always agreed. 

Mr. Fox. No. 

Mr. Snort. I don’t always agree with my wife, but that doesn’t 
keep me from loving her. 

Mr. Mitier. Would the gentleman yield for an observation ? 

Mr. Snort. Yes. 

Mr. Mier. I would say that the oil producers, or a majority of 
them, I think would welcome some sort of a conservation law in Cali- 
fornia. And a sincere effort was made to put one on the books. The 
legislature adopted one in 1939. 

Mr. Fox. I believe that is the year, Mr. Miller. 

Mr. Miter. So-called—well, that was the last one. 

Mr. Fox. The Atkinson bill you are referring to? 

Mr. Muuer. The Atkinson bill. I was in the legislature at the 
time. But under our State constitution we have a referendum. The 
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law was the law that was passed by the legislature—the bill passed 
by the legislature and signed by the governor was held up by a refer- 
endum, and by a very narrow margin was defeated. Now, I don’t 
know that bringing more oil in here is going to correct that situation, 
because I don’t know of any way, unless the Federal Government 
stepped in and took some sort of cognizance over and exercised some 
authority over California in the conservation of that oil that it could 
be done, because, as I sense it—and I may be wrong—from time to 
time, and even right now, as I sense it, a foundation is being laid to 
try and introduce and adopt oil-conservation legislation in the State. 

You know better than I. Is that true, do you think? 

Mr. Fox. Mr. Miller, you referred to your experience in the State 
legislature at the time of the Atkinson bill. I would say that the 
matter of statutory conservation in the State of California: That ques- 
tion is a controversial one within the oil industry. 

Mr. Miter. That is right. Highly controversial within the in- 
dustry. 

Mr. Fox. There are those within the industry who have consistently 
been proponents of such legislation. There are those who have con- 
sistently been opponents of such legislation. And there are those who 
from time to time have been on one side and then the other. 

Mr. Mixer. I think that was true between the time that the so- 
called Sharkey bill, back in the twenties 

Mr. Fox. A couple of years earlier than the Atkinson bill. 

Mr. Miixter. And the Atkinson bill that came along in the forties? 

Mr. Fox. Yes. 

Mr. Miiier. As a matter of fact, the same advertising technique 
was used by one side that had been established by one side to defeat 
that very group of proponents. 

Mr. Fox. Yes, sir. 

Mr. Rivers. Let me ask Mr. Fox one question: Is it because of your 
position in representing all segments of the independent industry 
that you would rather not get involved in that particular thing about 
injury to the oilfields, or you just don’t have an opinion on it? 

Mr. Fox. About injury to the oilfields ? 

Mr. Rivers. Because 

Mr. Fox. You mean because of the production rates here? 

Mr. Rivers. Yes. 

Mr. Fox. No. 

Mr. Rivers. Do you have an opinion on it? 

Mr. Fox. It is my opinion that under the present practices in the 
oilfields in the State of California, ultimate recovery is probably 
being damaged as little as it is being damaged, if any, in States where 
there is a conservation law. 

Mr. Rivers. So you don’t feel there is a damage? 

Mr. Fox. I don’t think there is any material damage; no, sir. 

Mr. Rivers. I see. 

Mr. Fox. That is my personal opinion. 

Mr. Rivers. Well, that is all I want. 

Mr. Snort. Mr. Chairman. 

Mr. Rivers. Now, Mr. Short. 

Mr. Suort. Of course, we have two schools of thought, and I am 
glad Mr. Fox touched on it in his statement, well prepared statement. 
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You have one school of thought who have been predicting for 
years that we were going to exhaust all our resources and eat up our 
supplies. I remember back in 1919, and again in 1929, and the late 
1930’s we were going to run out of oil in the next few years. Of 
course you have the other school of thought, and he is the wildcatter 
and the gambler, and the boy who is willing to take a chance. He 
doesn’t believe you will ever run out of gas. As long as he has a 
little money to explore and dig and drill, he will find the stuff. 

Mr. Fox. May I interject, Mr. Short, that the latter is the man 
that has so far been proven right. 

Mr. Snort. That 1s right, I think experience has shown that. 

Mr. Rivers. He has found 75 percent of all the oil in this country. 

Mr. Fox. Well, Mr. Short referred to the fact that in the thirties 
we were about to run out of oil tomorrow. Well, here we are in the 
fifties 

Mr. Snort. That is right. 

Mr. Fox. And Mr. Short has always said he wants a market for the 
1 million barrels of expressed production in Texas. 

Mr. SuHort. That is the whole point. In order to keep these men 
drilling and wildcatting and exploring and discovering new fields, 
they have to sell that oil. 

Mr. Fox. That is right. 

Mr. Suorr. To help keep the industry healthy. That is one of 
the arguments why we should be using that 1 million barrels that is 
shut in. 

However, we don’t want to overlook the other side of the question. 
No pancake was ever so flat it didn’t have two sides. Your professor 
up at Stanford University—he is your neighbor, George. 

Mr. Miller, here, from Alameda. 

In San Francisco, on December 9, 1953, you read this little article: 

Wasteful production-met orders are costing California vast quantities of 
oil, and although it is the second State in point of natural petroleum resources, 
it no longer fully is self-supporting in supplying the growing needs of its 
petroleum marketing area, David E. Faville— 

Ts that the way your pronounce it, Faville? 

Mr. Fox. I don’t know. 

Mr. Suorr (continuing) : 





David E. Faville, professor of marketing, Stanford University, Graduate 
School of Business 


Mr. Fox. Yes. 
Mr. SuHorr (continuing) : 





Declared here— 
and quotes him: 


“It has been estimated we will have bought about $91 million worth of oil 
from elsewhere in 1953,” he told members of the Rotary Club. 

“Oil is the mainstay of the economy of the State,” Faville said, adding that 
“if oil supplies are impaired or dry up through wasteful and extravagant methods 
of production, we all suffer.’ 

Ultimate recovery from many of the State’s partially depleted fields could 
be increased 50 percent by employing the most efficient production methods 
and by adhering to modern concepts of oil conservation, he maintained. 





Of course, he is backing up 
Mr. Fox. He has good authority, Mr. Short. 
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Mr. SHorr (continuing). Petersen, yes, and Jones. 


“Surveys indicate,” he said, “that if enlightened production methods are used 
from the very beginning of a field’s development, oil recovery commonly is 
increased by from 100 to 200 percent.” 

Conservation in oil production makes for market stability, the marketing 
specialist claimed. 

“The effect of conservation,” he said, “is to give the consuming public more 
oil at a lower average price because of lower operational costs and increased 
recoveries under orderly development. 

“In the absence of stability, uneven production not only wastes our oil re- 
sources, but disrupts the market. Distressed prices are seriously damaging 
to producers and dealers alike. In the end, there are repercussions in scarcity 
of production and higher prices for consumers.” 

And there are just a lot of people who believe that delivering of west 
Texas and New Mexico excess crude into California through a pipe- 
line would enable the State to inaugurate perhaps a more realistic con- 
servation program. 

Mr. Fox. I would take 

Mr. Mitier. But we haven’t any. That is our trouble. And I 
don’t know how you are going to get it. The Federal Government 
certainly can’t come in here and tell California how it shall conserve its 
oil, any more 

Mr. Suort. But if we had a pipeline and had the crude here it would 
naturally relieve the pressure on the overextraction. 

Mr. Mixxer. Well, of course, I don’t know 

Mr. Suort. From the field. 

Mr. Mitxer. But that there are other sections of the country that 
may have more of a deficiency in oil than California, and maybe we 
could unload some of that oil—why you could use some of it in 
Missouri, maybe, at present. 

Mr. Rivers. Mr. Courtney, do you have any questions? 

Mr. Courtney. I have two questions. 

Mr. Chairman, for clarification if you will refer to page 12, Mr. Fox, 
of your prepared statement, and to the figure 565,000 barrels per day. 

Mr. Fox. Page 12? 

Mr. Courtney. Yes, sir; it is the third paragraph from the top. 

Mr. Fox. All right, sir. 

Mr. Courtney. This question: Do I understand that on the basis 
of your information and calculations, you have presented, that there 
would be that sum of oil available at a day, and then I am going to ask 
you at what time, for military use ? 

Mr. Fox. Let me find the place here, sir, and see to what you refer. 

Mr. Courtney. On page 12 you state: 











Conversely 
Mr. Fox. Oh, all right. 
Mr. Courtney (continuing) : 





military demand could rise to 565,000 barrels per day. 


Mr. Fox. Yes. 

Mr. Courtney. Now, is it your position before this committee that 
there is and would be that sum of oil available for military use? 

Mr. Fox. On the basis of what has gone heretofore in this statement, 
yes. 

Mr. Courtney. All right. Now, does that exclude rationing? 
That figure. 
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Mr. Fox. No. Rationing is not necessarily involved in that figure. 
That figure is arrived at in this way, Mr. Courtney: During World 
War II the consumption of products by the Federal—the purchase of 
products in California, or from the California oil industry, put it that 
way, by the Federal Government, amounted to 400,000 barrels a day 
in 1945, the peak war demand year. 

Now, that 400,000 barrels a day represented in 1945 a percentage, 
and that is stated earlier here, and, frankly, I have forgotten what it 
is at the moment, but it represented a percentage of the total available 
supply of oil a that time. Applying the same percentage figure to the 
available supply of oil on the basis of 1954 availability, you would 
come up with this figure of 565,000 barrels a day. 

Mr. Courtney. Then that would include rationing? 

Mr. Fox. No, it has nothing to do with consumption by the civilian 
population. It is related to availability of crude. 

Mr. Courtney. Without any disturbance of the civilian economy ? 

sa Fox. I think I have a statement in here later—in fact, I know 
{ have 

Mr. Courtney. I am just curious about that figure. 

Mr. Fox. With the 20-percent rationing I think we come up with 
a figure here of 500 

Mr. Hé&serr (presiding). He mentioned 10 percent and 20 percent. 

Mr. Fox. Yes. 

Mr. Courtney. You have acknowledged that. 

Mr. Fox. Which is six-hundred-and-some-odd-thousand barrels a 
day, which would then be made available to the military with 20-per- 
cent rationing. 

Mr. Courtney. In addition to the 565,000? 

Mr. Fox. No. 

Mr. Courtney. As a part of the 565,000? 

Mr. Fox. 565,000 is what they would get, plus rationing. 

Mr. Courtney. That is what I wanted. 

Now, two other questions: Now, when in your opinion after, let us 
call it, “D” day, or the emergency, if it comes—how soon after that 
would, in your opinion, this 565,000 barrels be available from the 
known sources that you have described ? 

Mr. Fox. Well, I don’t know how soon immediately is, but that is 
what I would say. 

Mr. Courtney. You would say 

Mr. Fox. The length of time it would take them to get Elk Hills 
into 158,000 barrels a day, which is its capacity—and I would assume 
that could be done very soon, because capacity is measured on the 
ability to produce as of now, any given now. 

So we have 158,000 barrels there. We have the Canadian pipeline, 
which is a part of this statement, or which is included as a firm source 
of west coast supply in all of this statement. The length of time it 
would take to bring that lineup into shipment 

Mr. Courtney. Do you care to express an opinion in terms of days 
or months? 

Mr. Fox. Oh, a purely horseback opinion would be 30 days, and it 
might be 10. But I certainly would think it would be a relatively 
short time. 

Mr. Courtney. Those are the only two questions, Mr. Chairman, on 
that 565,000. 
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Mr. Héserr. Any further questions by any members of the com- ' 
mittee ? 

(No response. ) 

Mr. Hépnerr. Thank you very much, Mr. Fox. 

Mr. D. B. O’Neill. 


STATEMENT OF DONALD B. 0’NEILL, EXECUTIVE VICE PRESIDENT, 
INDEPENDENT REFINERS ASSOCIATION OF CALIFORNIA 


Mr. O’Neiti. My name is Donald B. O’Neill. I am executive vice 
president of Independent Refiners Association of California, a trade 
association of independent companies refining and marketing petro- 
leum in the west coast States. 

The opportunity to appear before your committee and to express 
our views on the adequacy of petroleum supplies on the west coast, 
which is being investigated by your committee, is appreciated. We 
believe that in holding on-the-spot hearings to develop the true facts : 
concerning this subject, your committee is doing a real service for 
the Nation and the west coast petroleum industry. 

The companies comprising the independent refining group are 
individually small in size. With one exception, none of them have 
plants exceeding 12,000 barrels per day of crude throughput capacity. 
However, although small in size, these companies have a deep and 
sincere interest in the national welfare as was demonstrated by their 
patriotic performance in the last emergency during World War IT 
when they extended themselves, sometimes at an economic loss, to 
provide maximum military supplies for the war effort. 

Some witnesses better qualified to comment on the overall picture 
of petroleum supply and demand in this area have expressed their 
views to your committee, our brief presentation will be confined 
entirely to the examination of the need for additional sources of 
crude oil supply from the viewpoint of the independent refiner in : 
California. We hope that the opinions and information given herein 
will be of some value to your committee. 

The public and trade newspapers in recent months have printed 
articles indicating that the basic reason for an investigation of the 
availability of crude supplies on the west coast, if an emergency 
should arise, is to determine whether the problem of assuring suffi- 
cient supply to support a war effort could be solved by the installation 
of a pipeline from west Texas to southern California. 

This subject is not new to us. Perhaps a little historical back- 
ground may be of interest to your committee. In the spring of the 
year 1944 promoters of such a pipeline project approached us and : 
asked our support of their objectives, which we were happy to give, 
since at that time a number of independent refineries had unfilled 
capacity and were anxious to acquire additional crude oil. This as- 
sociation arranged a meeting at which the majority of the independent 
companies then operating were present, giving the pipeline people 
an opportunity to explain the details of their project. Although a 
great deal of interest was displayed, no definite commitments were 
made, and a few months thereafter the plan for the pipeline was 
abandoned, for the time being, when support and approval was 
denied by the Petroleum Administrator for War. At that time 
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between 35 and 40 independent refiners were operating in this area, 
as compared to less than 25 today. 

Several times in the years between 1944 and the pr esent plans for a 
pipeline to transport crude oil from Texas to California have been 
revived. At one time two separate groups were competing for allo- 

cation of the necessary steel by Government agencies charged with 
that responsibility, but after study by these agencies, and by the 
military, acknowledgment of the necessity of such a line for defense 
purposes was withheld. We now view the situation as it currently 
exists. 

From the time of the first proposal that California refiners con- 
sider the use of west Texas crude oil, independent refiners have been 
concerned with a number of questions regarding the possible utilization 
of new crude supplies from this source. There has been skepticism 
that the west Texas fields had sufficient excess productive capacity to 
supply crude oil in the amounts required to operate the proposed line. 
In recent years the building of several lines from west Texas to the 
culf coast and midcontinent. refining areas has increased this opinion. 
Quality of the crude is another factor which causes some speculation. 
Several independent refiners had experience in this regard during 1945, 
when west Texas crude was delivered here in tank cars at the insistence 
and expense of the Navy, although a good many millions of barrels of 
California crude were being held in storage. The processing of this 
west ‘Texas crude on an unmixed basis was difficult and something less 
than satisfactory because of the characteristics of its sulfur content 
and excessive quantities of salt. Serious corrosion difficulties were 
encountered. 

Another factor which independent refiners have considered is the 
economic side of the picture. Transportation cost figures attributed 
to the management of the pipeline company range from a top of 60 
cents per barrel, if the daily throughput is less ‘than 75,000 barrels, 
reducing progressively to a low of 40 cents on a daily movement of 
150, 000 to 175,000 barrels. At current posted prices for west Texas 

“intermediate” crude of 32-degree gravity, which is the average gravity 
received by local refiners in 1945, “plus a transportation charge of 60 
cents per barrel, the laid-down cost here would be 15 to 20 cents per 
barrel higher than the cost of C alifornia crudes of the same gravity, 
thus in effect the refiner would be paying a bonus for an in ferior crude. 
If west Texas sweet crudes were available, the differential would be 
even greater, 

From our experience in World War II we are keenly aware of the 
severe demands which accompany a national emergency, and which 

require the utmost efforts of the petroleum and all other industries to 
furnish the supplies required to sustain our military forces. Cali- 
fornia oil people proved in the last emergency that the industry is able 
to carry more than its share of the burden, by furnishing much more 
than its proportionate percentage of the load, based on its refinery 
runs compared to the national total. 

It is our belief that a similar all-out effort can be expected if the 
occasion should arise again. In order to meet such greater military 
demands the scope of which is not known, it is certain that greater 

supplies will be needed. Without going into detail or statistics, we 
think the supplementary supplies needed ‘to comple tely fill our refining 
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capacity could be obtained from west coast sources including Cali- 
fornia tidelands, Elk Hills, and Canada. 

According to figures published by the United States Bureau of 
Mines, as of January 1, 1954, the capacity of all independent refineries 
in California totaled 159,000 barrels per day, ey 12 per- 
cent of the total refining capacity in district 5. It should be noted, 
however, the total for independents given above included 16,000 bar- 
rels per day shut down and inoperable, and 20,000 barrels per day 
designed to process heavy California crudes into asphaltic products. 

There were other plants shut down as of January 1, 1954, and addi- 
tional shutdowns have occurred since, so that at the present time 
29,000 barrels per day of operable capacity is shut down, much of it 
permanently. Most of these are straight-run distillation or skimming 
plants, which have progressively closed for economic reasons, because 
of their less efficient manufacturing facilities. 

Reverting, then, to the total independent capacity of 159,000 barrels 
per day, and deducting 16,000 barrels per day which is inoperable, 
plus 20,000 barrels per day devoted exclusively to asphalt operations, 
we arrive at a total of 123,000 barrels per day available for process- 
ing of light crudes. Of this amount 29,000 barrels per day of capacity 
is shut down but operable, although not likely to be put back in 
service, leaving 94,000 barrels per day now in operation. This figure 
includes 22,000 barrels per day capacity which is designed for skim- 
ming only. Approximately one-third of the capacity now in oper- 
ation is located in the San Joaquin Valley, which would eliminate 
these plants as potential users of west Texas crude oil. 

Those plants now operating are, of course, running on California 
crudes and are experiencing no difficulty in obtaining sufficient sup- 
plies to operate at desired throughput levels. 

To summarize our views on the adequacy of west-coast petroleum 
supplies now, and in the event of a national emergency, it is the con- 
viction of the independent refiners in California, as expressed to this 
association, that sufficient crude petroleum and petroleum products 
will be obtainable from west-coast sources to supply such military 
and essential civilian requirements as district 5 refining capacity will 
permit. 

Further, they are of the opinion that supplementary supplies of 
crude oil from west Texas would not be dependable since any excess 
crude in that producing area would be required and probably would 
move to its logical outlets in the gulf coast and midcontinent refining 
areas. 

Capacity would not be available in independent plans to absorb 
any significant quantity of west Texas crude even if existing doubts 
as to quality of the Texas crude should be cleared, and cost differ- 
entials adjusted. 

Our survey showed that under present conditions none of the com- 
panies covered would be customers of the line. Also involved in 
their thinking is the question of loyalty to the California independent 
producers who have been the traditional source of supply for these 
refiners, and whose position might be damaged by imports from west 
Texas. 

In conclusion, we believe that the west coast can provide adequate 
supplies of petroleum to properly discharge its obligations in an emer- 
gency ; that a pipeline from west Texas, whether built by Government 
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or private capital, is not necessary to protect an all-out war effort; 
that refinery capacity in district 5 can be completely filled with west- 
coast crude oil, and, finally, that independent refiners here are unal- 
terably opposed to the principle of using the taxpayers’ money to sub- 
sidize a private commercial venture. 

Mr. HéBerr. Now, Mr. O'Neill, there is one question I would like 
to ask: You also referred to the subsidy. I think you were present 
in the room this morning when it was explained exactly what a certifi- 
cate of necessity was, and a certificate of essentiality was. 

Mr. O’Nett. I heard you explain it to Mr. Minckler. 

Mr. Hépert. He agreed at that time the use of the word “subsidy” 
was an unfortunate usage of a word, because in reality there is no 
subsidy provided for by Government at all in these lines. 

Now, in connection with the statement, or your statement as to the 
military needs—and, you understand, again, we are just referring to 
military needs. 

Mr. O’New.. Yes. 

Mr. Héperr. Of course, you do not pretend to be a military ex- 
pert ? 

Mr. O’Netu. No. 

Mr. Hésert. Of course not. And you do not know what the de- 
mand of the military would be in a projected war or a projected emer- 
gency. You have no way of knowing that? 

Mr. O’Netu. I so stated in the statement. 

Mr. Hésert. Well, of course, we are admitting that. But ad- 
mitting, then, that you don’t know what the demand would be you 
are in no position, then, to say whether it would be sufficient—there 
would be a sufficient supply or not on the coast, would you? 

Mr. O’New. To the limits of our refining capacity in this district 5, 
yes. 

Mr. Hésertr. You would not be in a position to question the mili- 
tary ¢ 

Mr. O’Neu. If it is beyond our capacity here. 

Mr. Héserr. If it is beyond. You don’t know that? 

Mr. O’Newu. No; I don’t know that. 

Mr. Héserr. Well, let us assume for the purpose of understanding 
your position that the military would inform this committee of its 
necessary requirements, which, of course, it has done already in execu- 
tive session, and the military came to the conclusion that it was neces- 
sary to have an additional pipeline, would your organization have 
any objection to that, for the construction of such a pipeline, sir? 

Mr. O’Nettut. In my statement, my organization doesn’t have any 
objection to the construction of a pipeline. I only made one state- 
ment, that we oppose only the principle of Government subsidy. 

Now, if, as you say, there is no subsidy involved, then we have no 
opposition to a line being built. We simply wouldn’t be customers 
of the line under present conditions. 

Mr. Hézerr. Because now—if the military decided that it needed 
this extra standby line, and then decided that it should build such 
a line totally and wholly with Government funds, from the De- 
fense Department, as contrasted to a certificate of essentiality whereby 
the money would be loaned by the Government and paid back by the 
private individual under current rates of interest, or guaranteed by 
the Government, which of the two would you prefer ? 
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Mr. O’Nemu. Well, I can’t see how any private capital is going to 
build a line unless they have customers to patronize the line. So far, 
I don’t know of anyone who wants to buy west Texas crude if a line 
were put in. That is among the independents. I am only talking 
about independent companies. 

Mr. Hesert. I understand that. 

In other words, you say this, that economically—and, of course, we 
are not interested except for necessity—that it would not be an eco- 
nomic success to build a private pipeline with private capital ? 

Mr. O’Neitt. I think if it were the line would have been built some 
years ago. 

Mr. Héserr. Of course that answers the question; I mean that fact 
answers the question. However, if you are then faced again with the 
choice of the individual saying “Well, we think we can build it if we 
have a Government loan or the guaranty of the money by the Govern- 
ment,” which of the two then would you prefer, to gamble on that 
basis of construction or to tell the Defense Department to go out and 
build this standby line completely with defense funds, with no indi- 
cation at all as to its operation, but merely as a standby line, using all 
tax money, then, for its construction? Which of the two would you 
prefer ? 

Mr. O’Newu. I think that in either case you will be using tax money 
to—I won’t say to subsidize, as it is a bad word, but to construct a line 
that regardless of whether the private individual or the Government 
charged the throughput for the use of the line, it wouldn’t make any 
difference to me. The Government might just as well be in business, 
although I don’t think that is a good policy, either, for Government to 
interfere with private business. 

But if the Government is going to put up the money, then I don’t see 
that private enterprise is really building the line. They are borrow- 
ing money from a Government source, which, to me is from the tax- 
payers. 

Mr. Heésert. In other words, you then would prefer the Government 
to pay with tax money with no chance of recovery at all? 

Mr. O’Newu. The Government could charge transportation charge 
just as well as a private party can. 

Mr. Heésertr. Now, do I understand your position, then, that you 
advocate the Government construction of the line, and the Govern- 
ment operation of such a line? 

Mr. O’Netuu. I don’t advocate the construction of the line at all. 
If a line were put in, I have no opposition or objections to it, if the 
Government wants to put it in. If private enterprise wants to put it 
in at their own expense, I certainly have no objection to that. 

Mr. Héserr. I know. But I come back—maybe I didn’t make my- 
self clear. 

There are only three ways it can be constructed. One by private 
capital without assistance or the guaranty of the loan from the Gov- 
ernment, which question has already been answered itself by the fact 
they have not constructed such a line under such conditions, except 
the line which we understand the Standard Oil of California has an- 
nounced today. 

Then that leaves us two proposals. And I again ask you which of 
the two proposals would you prefer ? 
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Mr.O’Nemu. DoThaveto prefer one of them? [Laughter.] I don’t 
mean to be facetious, but I mean do you want me necessarily to take a 
position? I have taken a position that we don’t think the line is 
necessary at all. 

Mr. Héserr. I know that. You made yourself clear on that. But 
which of the two evils would you consider the lesser? I am trying to 
find out what thinking is here, that is if you had to make a choice. 
This committee has to make a decision. We have to recommend one of 
three things. 

Mr. O’Neitt. I wouldn’t have any choice in that situation. 

Mr. Héverr. Tweedledum and tweedledee. 

Mr. O’Nertt. That is right. It is like “When did you stop beating 
your wife?” 

Mr. Héserr. Not that simple. 

Mr. O’Neiti. I mean your question to me on it, when I have said 
| don’t think a line is necessary at all—you asked me which way 
would I prefer to have it built. I don’t care which way. 

Mr. Heserv. Then [ask you again: If the military said it was neces- 
sary to build such a line, you would certainly bow to the decision of 
the military ? 

Mr. O’Nettu. Absolutely. 

Mr. Heépnerr. Having bowed to the decision of the military that 
such a line must be built, then which of the two would you use# You 
do not care to decide / 

Mr. O’Newux. I think that decision should be up to the military 
rather than up to the independent refiners whom I am representing 
here today. 

Mr. Rivers. Let me ask him a question. 

Mr. Héeserr. Mr. Rivers. 

Mr. Rivers. You would have no complaint about the construction 
of a pipeline by the military on a standby basis, if they deemed it 
in the interest of the war effort / 

Mr. O’Net. No. 

Mr. Rivers. Would you have any change of opinion if you knew 
that a pipeline were to be constructed to the west Texas field, and that 
it vee deliver crude to this area in excess of 55-percent gravity, 
degrees gravity, or whatever it is—50° ? 

Mr. O’Netwy. Well, as I read it here, Mr. Rivers, the oil that we 
recelved— 

Mr. Rivers. That was 32. 

Mr. O’Neiww. When I say “we,” the group of independent refiners 
received oil, and it averaged 32 gravity, and it came from the Permean 
basin area. 

Mr. Rivers. And it wasn’t any better than your oil here, was it ? 

Mr. O’Neivi. As far as the gravity is concerned, the gravity is 
higher than the average gravity here. But gravity isn’t the only 
consideration in the desirability of crude oil. 

Mr. Rivers. Say it were 55 gravity sweet crude, do you think there 
would be any market among the independents ? 

Mr. O’New1. Well, there might be. I don’t know what the posted 
prices would be for 55 gravity oil. I have never had any interest in 
that, anything that high. ; 

Mr. Rivers. You know there is some that high, don’t you / 
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Mr. O’Neu. Oh, yes. I think we probably have some 40 gravity 
or better out here, but that is the exception rather than the rule. 

Mr. Rivers. Yes, sir. So you have no opinion in any event on the 
Texas surplus / 

Mr. O’Nei.u. I was only speaking in here from an economic stand- 
point. If 32 gravity would be unusable from an economic Age pews 
certainly 50 gravity would be that much higher in price, and that 
much higher to California crude. 

Mr. Rivers. What percentage of the independent refiners does your 
association represent, Mr. O'Neill? 

Mr. O’Nemu. About 50 percent of the capacity of the independent 
refiners. But in preparing this statement I talked with companies 
representing probably a total of 80 percent of the independent refining 
capacity. 

Mr. Rivers. That is roughly a going output of 100,00 barrels a day, 
in round figures ¢ 

Mr. O’Netti. Yes; around 93,000, I think. 

Mr. Rivers. Yes. Thank you. 

Mr. Heérrerr. Mr. Short. 

Mr. Suorr. Mr. O'Neill of course brought out two things you have 
to consider. One is the quality of oil and the other is the quantity. 
of oil. No one in the oil industry doubts for one moment that the 
west Texas fields don’t have a sufficient quantity, do they, when they 
have 1 million barrels shut in there ¢ 

Mr. O’Netti. I don’t know. You used the figure 1 million barrels 
before. I stated that there is some skepticism as to whether sufficient 
oil would be available to service that pipeline if it were built, with 
the other demands that have already been made on the fields. 

Mr. Suort. Well, the fact is that the 1 million barrels is shut in 
there today. They cannot sell that. They have it in excess. They 
are producing only 15 days out of the month. We have to find out 
what the facts really are. And I think it can be established that those 
are the facts. They are operating just 15 days out of the month, and 
they have 1 million barrels daily shut in there. 

Do you know you have in oilfields, like anything else, whether it 
is a steel plant or anything—you can’t shut down or bank your ovens 
all without suffering loss. The oil industry is not so different from 
other industries, in that when you start it you have to keep it going, 
in order to get the maximum production, with the least loss. 

In your conclusions you say you are of the opinion that supple- 
mentary supplies of crude oil from west Texas would not be depend- 
able since any excess crude in that producing area would be required, 
and probably would move to its logical outlets in the gulf coast and 
midcontinent refining areas. 

Well, if there is a war, and we are attacked here on the west coast, 
certainly the gulf coast and the midcontinent refining areas would not 
be the logical outlet for that oil. You have all of the oil in the world 
in the Midwest, in Missouri where I live, Oklahoma, and Kansas and 
along the gulf coast, but if the fighting is out here, and we have to 
supply our fleet at San Diego, and we have to supply our Air Force 
here on the west coast, the logical outlet and the imperative one would 
be right here. 

Now, we have to decide whether or not we have the quantity of oil, 
and then the grade and type of oil. Of course, they have sour oil in 
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Texas, as they have in California, but they have a lot of sweet oil in 
Texas. Certainly it was refined and used in World War II. You 
got rather large, enormous amounts brought out here. Of course, at 
an excessive cost due to the transportation charges. 

But we have, it seems to me—maybe we can hear from some wit- 
nesses tomorrow who can bring us examples of the different types of 

oil that are produced here in California as compared to the different 
types produced in Texas, and see whether or not you could refine 
Texas oil. 

I was under the impression that a lot of the Texas crude, sweet 
crude, has less sulfur content than your California oil, and that a 
lot of these old wells—and you do have some of the oldest out here 
on the west coast—have been pretty well pumped dry, some of like 
my marginal lead and zinc mines down around Joplin and that tri- 
state area. It isn’t the quality and as quite as good today as it once 
was. 

I think those are two things we have to keep in mind. 

Now, one thing that disturbed me is that you say California crudes 
here could be produced at less expense, or the cost laid down here of 
Texas crude would be 15 to 20 cents a barrel higher than the cost of 
California crude. That is another matter we should look into and 
get the facts on it. 

I am glad the chairman, Mr. Hébert, brought out the question of 
subsidy again. You know that a certificate of essentiality requested 
is, in fact, the same sort of a guaranty by the Government as would be 
a Federal Housing Administration guaranty on a home-loan mort- 
gage. The Government actually advances no money, nor is it contem- 
plated or believed that the Government shall ever be called upon to 
udvance any money to make good on the guaranty, because according 
to all engineering reports the entire bond issue of 85 million, after 
the company itself would raise at least 31 million, would be entirely 
paid off within a period of 10 years, or less, due to the cheap trans- 
portation charges. 

I have here some interesting figures that perhaps should go in the 
record at this point, since you come to the coast. The current posted 
Persian Gulf price for 36 gravity oil is $1.97 a barrel. The tanker 
freight charges from the Persian Gulf area to the Los Angeles area 
is $1.37 per barrel, making a total charge of $3,34 per barrel at Los 
Angeles. 

_ I would like for you to check or correct these figures, if they are 
inaccurate, 

The current posted price for 36 gravity oil, eastern Mediterranean 
area, 1S $2,389 per barrel, and the tanker freight charge is $1.37, or 
$3.76 per barrel in Los Angeles. 

_ West Texas posted price for 36 gravity oil is $2.69 per barrel. Pipe- 
line tariff when west coast pipeline is constructed would be approxi- 
mately 50 cents a barrel, or a total cost of $3.19 per barrel. 

_That means the total cost in Los Angeles of a barrel of Persian Gulf 
oil would be $3.34, eastern Mediterranean would be $3,76, and of west 
lexas would be $3.19. It would cost you less, of course, to buy it from 
west Texas than it would the other two sources. : 

If we could depend upon these long supply lines in time of war we 

perhaps could rest easily. But, as the Committee on Armed Services, 
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charged with the national defense and security of our Nation, we dont’ 
want to run any undue risk so far as having an adequate supply of 
petroleum here on the west coast is concerned. And the witnesses 
we heard this morning, the men that preceded you, have established 
pretty well at the present rate of production and consumption, which 
is pretty evenly in balance, we perhaps could go on for the next 
several years, with the pipelines from Canada and the natural gas that 
is being piped in, and we could meet all of our domestic needs, though 
they are increasing enormously due to the rapid increase in population. 

We lost two Congressmen in Missouri after the last census. You 
gained seven out here. You got 10 from this county. We got only 11 
from our whole State. But you have more people in Los Angeles 
County than we have in the whole State of Missouri. And with 60 
million automobiles on our highways, and this new road program com- 
ing on, and with the staggering, almost incomprehensible supplys that 
are being consumed by a modern mechanized car machine, as one mem- 
ber of the committee I certainly don’t want to take any chances at all 
of not having an adequate supply out here, or a line that could produce 
it in case you were bombed and knocked out. 

It is not only to help you folks in California, but I would be in 
hopes that we could keep the enemy from even getting over the 
Rockies or coming across Texas, and for quite a little distance. No 
one is safe today wherever he is. 

Those are the facts that this committee must keep in mind, not 
merely think of the problem from a purely economic or a physical 
point of view, but from the standpoint of defense. We perhaps 
would be willing to pay a little more in order to have insurance, than 
to go without it. 

I have no more questions. 

Mr. Héverr. Mr. Miller? 

Mr. Mitier. No questions. 

Mr. Héserr. Mr. Courtney, do you have any questions? 

Mr. Courtney. No questions, Mr. Chairman. 

Mr. Hésert. Thank you very much, Mr. O'Neill. 

Mr. Seaman. 


STATEMENT OF LEONARD R. SEAMAN, EXECUTIVE VICE PRESI- 
DENT, SAN JOAQUIN VALLEY OIL PRODUCERS ASSOCIATION 


Mr. Seaman. Mr. Chairman, there is one error in the program 
notes I would like to correct before proceeding with this testimony. 
I am listed as the president of Intex Oil Co., and while I would love 
to assume that title I can’t claim it. [Laughter. ] 

I am the executive vice president of the company, and T am afraid 
this might come as a surprise to some of the folks back home. 

Mr. Rivers. We want to upgrade you. 

Mr. Courtney. Is it the principal of the thing or the money? 
| Laughter. | , 

Mr. Heéserr. With that correction noted, Mr. Seaman, will you 
proceed. . 

Mr. Seaman. The San Joaquin Valley Oil Producers Association 
enjoys a membership which is made up of a majority of the oil pro 
ducers in the San Joaquin Valley of California. These producers 
account for approximately 41 precent of the total production of crude 
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oil in this State. Production in the San Joaquin Valley has been 
maintained consistently above 400,000 barrels per day through active 
exploration and development drilling by members of this association. 
Because this group of oil producers is responsible for such a sub- 
stantial portion of the State’s total oil production, our association 1s 
vitally interested in any program which contemplates any material 
alteration in our operations. 

The San Joaquin Valley Oil Producers Association does not main- 
tain a large staff and, accordingly, the presentation of detailed statis- 
tical information before this committee will not be attempted in these 
remarks. Such data will be or has been presented to this committee in 
detailed reports and the remarks which I am about tg address to you 
are based on that assumption. However, our association and its 
members are aware of our State’s production and the means and 
methods employed to augment such production. We know that new 
discoveries regularly are supplementing our existing reserves, and 
that improved production and recovery practices are stretching exist- 
ing reserves far beyond the potentials assigned to them several years 
ago. We are aware of the tremendous impact that accelerated off- 
shore exploration will have on our State’s production and reserves. 

I work for a small, independent producer which has production in 
Texas and California. Naturally, we would like to sell more oil 
from our west Texas wells. Fifteen to seventeen producing days 
with low monthly allowables result in long-term investment in devel- 
oping drilling. We have suffered from the effects of distress oil in 
this State many times in the past, and I do not doubt that we will 
have distress oil many times in the future for it is the very nature of 
our business that discoveries are not regulated by market demands. 
But up to now, at least, we in California have solved our own mar- 
keting and producing problems. We have had many occasions in 
which production has been shut in in this State because of lack of 
a market for certain types of crude oil, particularly low-gravity oil. 
This problem has been met not by asking for Government subsidy 
but by developing new refining techniques which now make it pos- 
sible to use low-gravity oils on a competitive basis with high gravi- 
ties. Currently, we are having a hard time fending off the threats 
from importing oil and gas on a strictly competitive basis, and I 
think I am safe from contradiction if I say that we will be hard 
pressed to compete with west Texas crude, too, if they have the Gov- 
ernment on their side paying part of the bill. 

New oil and gas reserves in this State, as elsewhere, are found by 
drilling wildcat wells, and it follows that the more wells we drill the 
more oil we are going to find. It also follows that the number of 
wildeat wells that are drilled are in direct relationship to the 
incentive and ability of those in the industry to pay for these high- 
cost, high-risk ventures. This ability to pay is naturally directly 
linked to the profits from our operations, and if our profits are re- 
duced, so is our wildcat program reduced. I sincerely believe that 
if we curtail our exploration program, which we most certainly will 
have to do if we are going to be confronted with a subsidized oi] 
pipeline from Texas—— 

Mr. Chairman, I want to give you my own interpretation of what 
[ mean by “subsidized” when TI have finished with these prepared 
remarks, [Continuing: | 
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We will lose more new reserves and production than possibly could 
be brought into this State from west Texas through this proposed 
line. We who live in Kern County where Edwards Air Force Base 
is located are proud of that installation, and yesterday at our local 
Rotary Club we heard the commanding officer tell us of the many 
outstanding things that are being accomplished there. However, 
every time we visit that desert area we are reminded of the once 
thriving mining industry that dominated that part of our country, 
Johannesburg, Randsburg, Majave, and other picturesque places. 
An industry that now has vanished and been abandoned primarily 
because of imported competitive minerals. There is very little activ- 
ity in that area now because of the lack of incentive and I understand 
that our Armed Forces are stockpiling some of these strategic mate- 
rials from sources outside of the United States. I cannot help but 
wonder if that program might have been avoided if we had main- 
tained an incentive for private enterprise to continue its search for 
such minerals in this area. I fear the same situation will result in the 
oil industry if our incentive to wildeat is taken from us. The an- 
nounced purposes of this investigation have to do with the sources 
and amount of oil and other petroleum products available for the 
west coast for military and other requirements. I sincerely believe 
these issues are normally and naturally integrated with the economics 
of the oil business on the west coast. Our national defense is depend- 
ent on local oil, and we must always be diligent in our search for it. 
Surely, our Federal Government is not going to give unfair advan- 
tage to producers in one State over those in another State during 
peacetime, and, in any event, our ability here to meet emergencies are 
dependent on a continued aggressive exploration program. 

In summary, we would like to emphasize that: (1) There appear 
to be ample sources of crude oil to meet military and other require- 
ments on the Pacific coast without the supplementation of crude oil 
from west Texas; (2) we believe that the importation of west Texas 
crude oil to California via any subsidized pipeline would actually 
jeopardize future military supplies because of a severe adverse effect 
on the exploration program in this State; (3) we believe that the 
only sound source of oil for national emergencies is local oil and that 
every encouragement should be given to local producers to prove and 
develop oil reserves in strategic areas. 

Mr. Chairman, use the word “subsidization” in this fashion: Mr. 
Short referred to the Federal Housing Act, and it has been my expe- 
rience through conversations with some of our local people working 
in the banks, that the Government now owns quite a few of those 
houses. And I think that anything that has a guaranteed loan behind 
it by the United States Government—that that Government has a 
fine chance winding up owning whatever it guarantees the loan on. 

And I would be interested to know if that should happen what 
the Government’s attitude would be then with respect to the line? 
Would the Government then own the line and operate it to the benefit 
of the producers, or would it actually go into the pipeline business, 
or would it set up some subsidiary corporation to do it, or in what 
manner would it be handled? 

So that, for me, the word “subsidization” doesn’t mean a direct 
guaranteed payment for a product. I think that some of our cotton 
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and some other things are stored around the country on commodity 
credit loans. I don’t think the farmer thinks of it in that fashion. 
He thinks of it as a guarantied price. So I wanted to make that 
distinction clear to you. 

Mr. Héserr. Mr. Seaman, of course, we accepted your interpre- 
tation of it, and it is a matter of interpretation. However, as the 
preceding witness or the witness before Mr. O’Neill, when I ques- 
tioned what his preference was—now, this committee is not inter- 
ested in the economics of the pipeline. I think we have made that 
quite definite and quite clear in the discussions this morning. We 
are only interested in the military necessity, and the military need 
for the erection of such a pipeline. 

Now, if the military does decide that it needs such a pipeline as 
a military necessity for the defense of the country, then this com- 
mittee is confronted with making the decision. We can’t escape like 
Mr. O'Neill escaped, saying he has no preference. We have to have 
a preference. Then our preference is to decide between a totally con- 
structed pipeline at Government cost as against a pipeline guaranteed 
which can have a chance of survival. 

Mr. Rivers. Or no pipeline at all. 

Mr. Heéserr. Or no pipeline at all; yes. 

Now, merely for the purposes of explanation and merely using 
iigures for the purpose of that explanation, if we say, for instance, 
that this pipeline will cost $100 million, then we are confronted with— 
are we going to have the Government put the $100 million in the 
pipeline, or are we going to allow the Government to guarantee a 
loan or lend the money for private capital whereby private capital 
would put up $20 million and the Government only $80 million ? 

Now, we are confronted, then, with the economy as far as the 
Government is concerned, whereby the Government runs the chance 
of losing $80 million or puts in the total $100 million into the 
proposition. 

I think it is as simple as a question can be. And, of course, we have 
to make that choice. 

Mr. Seaman. I understand. 

Mr. Hésertr. And, of course, the FHA—while there may be some 
bad loans, I think by and large you wouldn’t have the building pro- 
gram in this country through private ownership if you didn’t have 
the guaranty of ownership of the FHA. 

Now, a lot of us disagree as to the extent it has gone. And I share 
your views about Government subsidy, personally. So I think we 
inderstand that. . 

Mr. Sraman. Well, if you are asking me to make a choice, I hesi- 
tatingly would prefer to have private enterprise to put up part of 
the pipeline cost and have the Government guarantee the loan in 
preference to having the Government build it in the first place. 

Sut it was my understanding the function of this committee was 
\o help determine whether such a line was necessary. 

Mr. Hésert. Only from a military viewpoint. 

Mr. Skraman. Right. 

Mr. Htserr. We are not interested in the fiscal or economic pro- 
gram. 

Mr. Seaman. I understand that, although it is difficult for me to 
sift that through some of the members of the committee’s comments. 
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It seems to me you have gone into the economics of it to some extent, 
because you have stressed the fact that you have all of this oil down 
in Texas that producers down there would like to get rid of. And I 
understand that because we have some of it. 

And I can give you a concrete example: We have 20 wells in Flu- 
vanna. 

Mr. Rivers. That is the Permean ? ; 

Mr. Seaman. That is in Borden and Scurry Counties. 

Mr. Rivers. Yes. 

Mr. Seaman. Now, in those 20 wells we have a half interest. We 
are a joint operator. Out of those 20 wells we are getting exactly the 
same amount of net production as we are getting out of 1 well right 
up here the other side of the nempenags Mountains. Now, there is 
quite a difference in production. It takes 314 years to pay out 1 of 
those wells down there, and it takes 3 months to pay for 1 of these 
up here. If we didn’t have this well we couldn’t drill those down 
there, because you can’t finance all of that out of that kind of produc- 
tion. All right. 

But that is no reason to build a pipeline to California. Sure, that 
is a good economic reason to want to get rid of the oil, but that is not 
a military reason to build it to California. 

Now, when you say you are not interested in economics, I can’t 
agree with you. You have to be interested in economics, for this 
reason: If you weren’t interested in economics you could bring it all 
out here from west Texas, and you could shut it all down here, because 
this is strategic. But if you did that you wouldn't find another barre] 
in California. The only way you would ever find any oil anywhere 
is to have an incentive to go out and doit. Now, we 

Mr. Suorr. And that applies to Texas and California, or any other 
region ¢ 

Mr. Seaman. It doesn’t make any difference where it is. 

Mr. Rivers. Let me interject right there. 

Mr. Seaman. Surely; go ahead. 

Mr. Rivers. Your same thinking would be just as strong on the im- 
portation of all this crude by tanker from the Far and Near East? 

Mr. SraMan. lam very much concerned about that. I wonder what 
you gentlemen think you are going to do to supplement the one million 
and a quarter barrels that is coming into the east coast when they drop 
this bomb? Now, you are worried about 50,000 barrels coming in out 
here, and you want to supplement that or substitute it with west Texas 
crude. What are you going to do about that one million and a quarter 
barrels over there? What is the matter with running the line over 
there? Your need is much greater than it is here. 

Mr. Héserr. I will say for your benefit the committee is very inter- 
ested in maybe 1 or 2 more pipelines. 

Mr. Rivers. And we are going into that. We aren’t only coming 
out here. 

Mr. Seaman. Now, then, the point is this: You people are Members 
of Congress, and the Congress has said that we want to bring foreign 
oil in here. We want to do it—we want to conserve our oil at home, 
because they refused to pass the Neely amendment which would have 
prohibited or restricted or limited. There is no limitation now on the 
amount of oil. 

Mr. Rivers. Neely doesn’t speak for me on any subject. 
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Mr. Seaman. Well, that is all right. 
I didn’t say he did. 
Mr. Suort. A matter of policy; that is.right. 


[ Laughter. | 
I said Congress as a group has done this. 


Mr. Rivers. It is a matter of policy. 
are talking about. 

Mr. Seaman. All right. 
to me it is right back here. 

Mr. Rivers. Neely doesn’t care about your oil. 
about some of the coal production. 

Mr. Seaman. Neely is not my boy, don’t worry about that. 
speaking for Neely, and not me. 

Mr. Rivers. He was speaking for the coal operators. 

Mr. Seaman. I said the Congress of the country has said go out and 
buy in all the oil you want to. 

Mr. Rivers. No, it hasn’t. 

Mr. Seaman. Where has it placed a limitation? 

Mr. Rivers. The Congress has given the President the power to set 
ratios of importation of all products. The textile people are howling 
louder than youare. That is the reciprocal trade. 

Mr. Seaman. All right, call it anything you want. 
ingin. The oil is coming in. 

Mr. Rivers. The President can cut it all off. 

Mr. Seaman. It is coming in. And now we are competing with it 
right here. The San Joaquin Valley Oil Producers are competing on 
oil with Sumatra and everywhere else. 

Now, if you bring in some more from west Texas—and, by the way, 
as I understand it, there is no public domain in west Texas. I don’t 
think the Government is getting any royalty out of west Texas at all, 
or any other part of Texas. And they are collecting quite a bit on 

California oil production, because when we went into the Union, w hy, 
we gave them a lot of land. But Texas didn’t see fit to do it that 
way. 

Mr. Heéserr. I might say you are stepping on sore toes now. We 
have a little tideland problem in Louisiana, too. So let us get that 
straight, | Laughter. | 

Mr. Suortr. I think Mr, Seaman's fundamental philosophy is pretty 
similar to the gentleman from Missouri. He talks something like a 
high tariff protectionist man. 

Mr. Rivers. It looks like we may be coming to what you are talk- 
ing about; you can’t tell. 

Mr. Hérerr. Let us understand ourselves, Mr. Seaman. The com- 
— is not advocating moving any oil from any section of the coun- 
try, or the sale of it. ‘The committee is only interested in the supply 
that petra be available in time of a war or an emergency. That is 
ps we wre interested in. We don’t care whether that oil comes from 

California or Canada or from ‘Texas, or any other part of the country. 
We are interested in knowing that oil will be here, on the day that 
we need it. 

Mr. Suorr. A sure, safe, adequate supply. 

Mr. Heserr. That is all we are interested in. 

Now, we are trying to probe and find out what is the best solution 
to that preparatory defense measure. Whether the pipeline is the 
answer, we don’t know. We are trying to find out. 

Mr. Seaman. | understand. I understand that. 
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Mr. Héserr. We have been told that this pipeline could be con- 
structed in 90 days—not this little pipeline that the Standard talked 
about, I mean that short distance. Our understanding is that the 
pipeline could be constructed from the west Texas field to California 
within a period of 80 to 90 days. 

Mr. Hess. 1,050 miles. 

Mr. Heéperr. 1,050 miles. 

That poses another question: Can we wait for that time, that 60 or 
90 days, or do we need it now? And our whole objective is to find out 
from the military necessity the supply and the demand in a time of 
urgency and emergency. 

Mr. Seaman. Is it your thought to use it only for military emer- 
gency ¢ 

Mr. Héserr. No. Availability. 

Mr. Seaman. Well, I mean if you are to build it so it will be avail- 
able when you need it ? 

Mr. Heserr. That is it, the oil will be available. 

Mr. Seaman. In the meantime what are you going to do with it? 

Mr. Héperr. We return to the problem, then, of are you going to 
have the Government build a standby line of $100 million, and don’t 
even use it, just put the pipe down in the ground and let it stay there? 

Mr. Rivers. We don’t know what we are going to do. We haven’t 
come to that. 

Mr. Hésert. Or are you going to let private industry develop it 
with a Government loan or Government guaranty! That is what we 
are trying to find the answers to. 

We have no preconceived ideas. The committee doesn’t know what 
its report is going to be. Like in all congressional coramittees you 
find advocates—and which none of us deny. Mr. Short is advocating 
this because he, from the information he has at hand, believes this is 
the answer. But he is merely the advocate and proposing it to the 
committee in making up the record, as you will notice. But the com- 
mittee itself will make the decision. And maybe in the end Mr. Short 
or Mr. Rivers, or myself—I don’t know. We don’t know what the 
answer is. We are merely making up the record, and we are going 
to sit down and then decide. 

Mr. Seaman. But it is certainly 

Mr. Héserr. Get your mind off the idea we are trying to move oil 
from any part of the country. We are not. 

Mr. Seaman. Well, it is our desire to furnish you gentlemen the 
information that you want. And I think that part of that information 
is based upon our own experience. I can’t speak for a lot of statistics, 
and whatnot. I have been in the oil business up there for 18 years, 
so I do know a little something about that. And I have been in it 
down in Texas, too, and I know a little bit about that. 

While you gentlemen are not concerned with the economics of the 
oil business, we are. And we think that on the basis of experience that 
the best way to insure this supply of oil that you are talking about is to 
find it where you are going to need it, if we possibly can. 

Mr. Rivers. Encourage exploration ? 

Mr. Seaman. Encourage exploration in every possible direction. 

Now, I venture to say this: We just found a new field here in Cali- 
fornia the other day. Up here the other side of the Tehachapi 
Mountains. We don’t know how big it is yet because they haven’t 
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drilled the outpost wells yet. But when you talk about 1 million 
barrels shut in in Texas, and you talk about conservation, and whatnot, 
you know I can’t help wondering which is the chicken and which is 
the egg because I know down there that somehow or other the conser- 
vation seems to be tied to the demand for crude oil. And whether 
that is conservation, or not, is questionable in my mind. 

Now, in Texas you usually—generally you are producing from rela- 
tively thin producing zones, and they are spread out over many, many 
miles, and you drill 1 well to 40 acres because it would be awfully silly 
to do anything else. But in California you are producing from 
multiple zones piled one on top of another. They are very thick zones 
in many instances. And your aerial extent is limited, generally speak- 
ing. So you can’t say—well, you got an oilfield that covers 20 square 
miles in Texas, and you only got 1 that covers 1 square mile in Cali- 
fornia, but this 1 may be just as big as that 1 in total reserves. 

Now, production methods are entirely different. You don’t produce 
them the same way from that kind of producing zone as you do from 
the limestones and the thin zones in Texas. You can’t pull those 
wells. You pull the water right in on top of you if you do. 

Mr. Rivers. What about that multiple recovery? Is there likeli- 
hood of ruin or to cause a lot of waste ¢ 

Mr. Seaman. Do you mean produced from more than one zone 
at the same time ? 

Mr. Rivers. Yes, sir. 

Mr. Seaman. No. That is purely a mechanical problem. If you 
can do it, why, that is fine. Because all you are doing- 

Mr. Rivers. Any great danger in that process? 

Mr. Seaman. Well, absolutely not, as far as I am concerned. We 
are doing it out in west Texas, as a matter of fact, and in a couple of 
areas out there they are producing from the Mississippian, which is 
the bottom producing zone. And then they run an intermediate string 
inside to the upper zone and produce that. 

Now, in California—you say or some people say we are not con- 
serving oil. But in California, in lots of multiple zones, we got a 
lot of zones behind the pipe that we haven’t even punctured yet. Be- 
cause, normally, you will take your deeper zone first, and when that is 
exhausted you will come up and perforate opposite the next zone. 

Mr. Rivers. Yes. 

Mr. Seaman. So when you talk about engineering reports, I think 
if you wanted to go back and collect them you would find that every 
engineering report that has been made on reserves has been wrong 
by at least 25 percent. And usually it is 50 percent. They usually 
vet 50 percent more out of the field than the engineers say they are 
going to get out of it, for some reason or other; I don’t know why. 
But that has been the history of it. 

Now, we are going into secondary recovery here where we are going 
in and flushing the oi] out with water and gas. And we are making 
some big strides in that direction. 

So who can say today what the reserves and production potential 
of California is¢ No one can say that accurately. I can only say 
to you that we can go on our experience here, that we have done 
it up to now. 

Mr. Rivers. Have you any feeling on the injury to the field from 
that flush production during the war? 














866 SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 


Mr. Seaman. Well, as far as I know, the engineers tell me—I am 
not. an engineer, but they tell me that in some instances if you pro- 
duce a well at a high rate ov er a prolonged period of time that you 
create a coning effect, which is that you suck oil around that circle, 
and then the spaces around in between the circles around the wells 
are left, so that you don’t recover the oil out of those spaces between 
the areas that you have actually drained. 

In other words, you may such it in too fast. Or if you have a gas 

cap or a ‘like that, why, you may be taking the reservoir 
pressure off. [I don’t know. And I don’t know how anybody can 
possibly sit down and say that if you produced this field in that fashion 
you would have gotten that much more oil out of it, because it just 
couldn’t come out that way. 

Our experience just shows it doesn’t work that way. And when 
vou say somebody is going to come and drop a bomb on us out here, 
and then if we had that oil in the pipeline we would be all right— 
shoot, man, if they drop a bomb out here what are we going to do 
with that oil? There isn’t going to be anybody out here to use it. 
And what if they drop a bomb at the other end, where are you! The 

pipeline is no good. 


I don’t see how that will solve a thing, honestly I don’t. I am no’ 


military man. 

Mr. Mitier. Mr. Seaman, we are interested, of course, in the end 
product, the thing that can be used by the military. If we have a 
pipeline from west Texas up here, and we haven't the refining capacity 
out here to take care of that raw product, are we any better off if 
we don’t have a pipeline? 

Mr. Seaman. Well, we are not any better off unless they want to 
come out here and build a refinery, too, I guess. 

Mr. Rivers. If the military told us they wanted 500,000 more bar- 
rels of oil tomorrow, or some time within the next- 

Mr. Seaman. Ninety days? 

Mr. Rivers. Ninety days. 

Mr. SEAMAN. Yes. 

Mr. Rivers. Of products, could this area produce it, from your 
production and from your refinery capacities ? 

Mr. Seaman. Right out of here? 

Mr. Rivers. Yes, sir. 

Mr. Seaman. Not according to my understanding, they couldn’t. 

Mr. Rivers. So if we needed it we would have to build a products 
gg 

SraMAN. From the testimony that has been given here, it is 
my understanding that with the sources of oil that we have that we are 
producing locally, and that we are bringing in from outside sources 
at the moment. 

Mr. Rivers. Yes. 

Mr. Seaman. That we will run to capacity our refinery facilities. 

Mr. Snort. I am awfully glad you made that statement because 1 
was going to ask that very question myself. 

From the testimony given us in Washington before we landed here 
the night before last I was under the impression that you had some 
idle refining capacity here, perhaps as much as 250,000 to 300,000 
barrels. But from the testimony given—I should have asked Mr. 
O'Neill, because that is down his alley. 
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I was going to ask you, Mr. O’Neill, whether or not you have any 
idle refining capacity or whether you are refining practically to the 
maximum degree of which you are now capable? 

Mr. O'Neill. I stated that as far as the independent refiners are 
concerned, they have now about 29,000 barrels a day of unfilled 
capacity. And the same Bureau of Mines figures that 1 quoted from 
as of January 1, 1954: To the best of my remembrance, there was 
operating 1,198,000 barrels, with a total capacity of about 1,234,000. 
So there is only about 44,000 shut down. ‘There wasn’t any 200,000 
barrels. 

Mr. Snorr. All right. 

Mr. Minuer. It is about that 7 percent that someone spoke of this 
morning. 

Mr. O’Net. Yes. There is a little more capacity in operation now 
because of the Northwest plans that have been built. 

Mr. Hépverr. Mr. Courtney, any questions ? 

Mr. Courtney. No questions. 

Mr. Heéserr. Do you have any further questions / 

Mr. Hess. No. 

Mr. Hépserr. Did you? 

Mr. Snort. No. 

Mr. Heépserr. Thank you. 

Mr. Snorr. I would like to ask someone here—I am sure there are 
plenty of men in here who could answer—how much oil do we have 
in storage, or on supply at the present time here on the west coast? 
Around 34 million barrels ? 

Mr. Fox. About 25 million. 

Mr. Suorr. Twenty-five million ¢ 

Mr. Fox. I believe so. 

Mr. Suorr. Now, how many million of that in bottoms or in the 
pipeline—— 

Mr. Fox. Oh, excuse me. That is crude oil, is around 35. I am 
sorry. Total storage is approximately 120 million barrels, in district 
5—products, crude, and all. 

Mr. Suorr. All right. 

Mr. Rivers. The whole business ? 

Mr. Fox. The whole business; yes, sir. 

Mr. Suorr. That is district 5/ 

Mr. Fox. Yes, sir. 

Mr. Suorr. Of course, that takes in Washington, Oregon, Califor- 
nia, Nevada, Arizona, Hawaii, and Alaska # 

Mr. Fox. The greater percentage of that, however, would be in 
the refining areas, the refining districts, or in California—the greatest 
percentage of it being in California. . 

Mr. Suorr. I understood you had approximately 34 million barrels. 

Mr. Fox. That is crude oil. 

Mr. Suorr. Yes; crude. 

Mr. Hess. That is just crude. 

Mr. Suorr. Of course, a lot of that you couldn’t even take out. 
Perhaps 18,000 barrels. Which would leave you a supply of about 
2 weeks—just about a 15 days’ supply. 

Mr. Kirk. That is normal. 

Mr. Snrorr. Of crude. 

About 15 days’ supply; wouldn't it be ¢ 








R68 SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 


Mr. Kirk. That is normal. 

Mr. Courtney. That is normal without additional storage. 

Mr. Suorr. I mean 1 million barrels a day. That is approximately 
what they are using. 

Mr. Hess. A normal supply. 

Mr. Rivers. Let me inquire: Would you say—taking that 125 
million figure, that whole business, that is crude and everything, 
crude, products, and everything, what civilian supply would that be 
in terms of days or weeks? 

Mr. Fox. Ninety to one hundred, I am advised now—well, 125 
million divided by daily demand 

Mr. Rivers. I mean for district 5. 

Mr. Fox. Roughly a million or 1,100,000 barrels a day. 

Mr. Rivers. One million barrels a day consumption ? 

Mr. Fox. One million barrels a day, demand versus, 125 million 
barrels in storage. The demand is a little higher than that, so it 
would be something less than 90 to 100 days. 

Mr. Rivers. Three or four months? 

Mr. Fox. Three or four months. 

Mr. Rivers. All right. 

Mr. Hesertr. Thank you very much. 

Mr. McGanney, you may proceed. 





STATEMENT OF D. J. McGANNEY, PRESIDENT, SOUTHERN PACIFIC 
PIPE LINES, INC. 


Mr. McGanney. My name is D. J. McGanney. I am a vice presi- 
dent of the Southern Pacific Co., and president of the Southern Pacific 
Pipe Lines, Inc. 

Southern Pacific Pipe Lines, Inc., is a Delaware corporation and a 
wholly owned subsidiary of the Southern Pacific Co. 

Southern Pacific Pipe Lines, Inc., is currently engaged in the 
construction of a products pipeline system for serving the Phoenix- 
Tucson area in Arizona. The pipeline is scheduled to begin operation 
by December 31, 1955. The system is composed of two segments: 

(1) An 8-inch line from E] Paso to Tucson and Phoenix, and 

(2) A combination 16- and 12-inch line from Watson in the 
Los Angeles Basin, to Phoenix via Colton, Niland, and Yuma, 
which will also serve the intermediate markets at the points men- 
tioned above. 

The map, copies of which have been distributed, shows the loca- 
tion of the facilities incorporated in this project and progress of 
construction to date. 

The initial and ultimate capacities of the pipeline system can be 
briefly summarized as follows: 

I. Products capacity of pipeline, El] Paso to Phoenix: 

(a) Initial capacity with one pump station, 13,400 barrels per day. 

(6) Capacity with 2 pump stations, 20,000 barrels per day. 

(c) Capacity with 3 pump stations, 24,000 barrels per day. 

(d) Capacity with full loops, 48,000 barrels per day. 

(e) Capacity of system with less than full loops would vary from 
24,000 to 48,000 barrels per day, depending on the extent of looping. 

II. Products capacity of pipeline, Colton to Phoenix: 

(a) Initial capacity, 1 pump station, 39,200 barrels per day. 
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(6) Capacity with 2 pump stations, 56,100 barrels per day. 

III. Products capacity of pipeline, Watson to Colton: 

(a) Initial capacity, 1 pump station, 58,000 barrels per day. 

(6) Capacity with 2 stations, 80,000 barrels per day. 

[V. In the event of a national emergency that would require it, 
the flow of the line from Phoenix to Colton and Watson can be re- 
versed. In this event, the products capacity of the pipeline from 
Phoenix to Colton and Watson is 48,000 barrels per day. This ulti- 
mate capacity is governed by the ultimate capacity of the El Paso 
to Phoenix segment. 

V. The system has been designed to handle refined petroleum prod- 
ucts and it is not feasible to simultoneously or alternately handle 
refined products and crude oil. However, in the event of a national 
emergency, the pipeline system could be readily converted to the trans- 
portation of crude oil only. In this event, the capacity of the pipe- 
line from EF] Paso to Colton and Watson would be as follows: 

(a) With a single 8-inch line from El Paso to Phoenix, the system 
has a capacity of 16,000 barrels pér day of average crude oil. 

(6) With looped lines between E] Paso and Phoenix, the 8-inch 
pipeline system will have a capacity of 32,000 barrels per day of the 
same average crude oil. 

(c) The erude oil capacity of the pipeline system from Phoenix 
to Colton and Watson is governed by the 32,000 barrels per day of 
the looped 8-inch line. 

(d) If the El Paso to Phoenix segment of the line were looped with 
12-inch pipe instead of 8-inch pipe, the capacity of the system would 
then be 600,000 barrels per day of average crude oil. This addition 
would require 3 more pumping stations between El Paso and Phoenix 
and 6 more stations between Phoenix and Watson. The map attached 
to my statement shows the location of the line and the location of 
pumping stations and the black line at the right-hand side of the map 
between Lordsburg east shows that we have approximately 100 miles 
of the pipeline actually constructed, and the work is underway all the 
way from E] Paso to Colton. Contracts have been let and the “spreads” 
as they are termed in pipeline industry are working on the pipeline 
from El] Paso to Colton. We have not yet let the contract from Wat- 
son to Colton. 

Mr. Hf&nerr. Now, tell me: How long have you known or did you 
know before today of the proposal of Standard of California to con- 
struct the pipeline which was announced today by Mr. Petersen? 

Mr. McGanney. I knew of that Thursday or Friday of last week 
because the Standard Oil Co. called me up and asked me of the capacity 
of our line, stating that they were going to issue some sort of a state- 
ment—Thursday or Friday. 

Mr. He&serr. Thursday or 

Mr. McGanney. Of last week. 

Mr. Héperr. Of last week? 

Mr. McGanney. Yes, sir. 

Mr. H&sert. Did you know they were going to construct this pipe- 
line before that time? 

Mr. McGannery. No, sir—you mean the pipeline out east from 
El Paso? 

Mr. Héserr. East 
Mr. Suort. To El Paso. 
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Mr. Heserr. Or west of El Paso. 

Mr. Hess. No. 

Mr. Rivers. El] Paso west. 

Mr. McGanney. Oh, no; they have no proposal from El] Paso west. 
They are proposing to build a line from the east into the El Paso 
refinery. 

Mr. Heéserr. That is correct. 

Mr. Rivers. Yes. 

Mr. McGanney. That was my first knowledge of that, sir. They 
have two lines there now. ‘This is a substitution for what they already 
have and a greater capacity. 

Mr. Suorr. Twenty-inch, isn’t it ¢ 

Mr. McGannery. That is right. 

Mr. Héserr. This is a 20-inch line? 

Mr. McGanney. In place of two 8-inch lines. 

Mr. Héserr. You never knew about it before / 

Mr. McGanney. No, sir. 

Mr. Héperr. And today’s statement, then, came as a surprise to you, 
when they tied your line in with their line? 

Mr. McGanney. No; because I knew they were going to do that 
when they asked me the question Thursday or Friday. 1 was sur- 
prised Thursday or Friday, but not today. [Laughter. | 

Mr. Rivers. Do you buy your crude from them ¢ 

Mr. McGannery. We buy diesel from them, yes: and some crude oil. 
But they do supply us generally with our 

Mr. Rivers. Crude? 

Mr. McGanney. Oil. 

Mr. Héserr. That was on Thursday ? 

Mr. McGanney. Yes, sir. 

Mr. Héserr. That was the day this committee started its hearings, 
on Thursday ? 

Mr. McGanney. [had no means of knowing that. 

Mr. Hésertr. They started on Thursday and held Thursday and 
Friday hearings in Washington. And the hearings were announced 
for a week before, that the hearings would start. 

Mr. Snort. Yes. 

Mr. Heéxnerr. Purely coincidental, of course. 

Mr. McGanney. Itisso far as we are concerned. 

Mr. Héserr. As far as we are concerned, too, it is very coincidental. 

Allright, Mr. Rivers. 

Mr. Rivers. Mr. McGanney, I wish you would get me straight on 
this: You are going to build an 8-inch pipeline from El Paso to 
Tucson ? 

Mr. McGanney. And Phoenix. 

Mr. Rivers. And Phoenix / 

Mr. McGanney. Yes,sir. 

Mr. Rivers. Now, do you have any lines there now ? 

Mr. McGanney. No, sir. 

Mr. Rivers. And then you are going to build a 16—a combination 
16- and 12-inch line on into the Los Angeles Basin. Well, now, what is 
a combination 16- and 12-inch line? 

Mr. McGanney. Well, what I meant to say there—possibly I didn’t 
use the right language. The line from Watson to Colton, as indicated 
on the map, is 16 inches. 
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Mr. Rivers. I see. 

Mr. McGanney. And from Colton to Phoenix is 12 inches. 

Mr. Rivers. How are you going to keep a lie of that diameter filled 
with an 8-inch line to the bac ik? 

Mr. Miuier. Come this way. 

Mr. McGanney. No, the flow of the oil in these two lines will be 
from El Paso west to Phoenix. 

Mr. Rivers. That is right. 

Mr. McGanney. And from Watson east to Phoenix. Phoenix is 
the key and consuming point. 

Mr. Miter. They will pump out this way. 

Mr. Rivers. I see. 

Mr. McGanney. There are two refineries at E] Paso. 

Mr. Rivers. Yes. 

Mr. McGanney. There are seven refineries at Watson. And also 
intermediate territory at Colton, Imperial Valley, Niland, Yuma, and 
Phoenix—the flow is greater from the Los Angeles Basin refineries 
than from the two refineries at El Paso. So the line is designed to 
serve the market demand of the two. 

Mr. Rivers. And how many refineries are in Phoenix? 

Mr. McGanney. There are none. 

Mr. Mitter. None? Inother words, thisis their line. They are 
going to pump two ways, meeting at Phoenix ? 

Mr. McGanney. That is correct. 

Mr. Miturr. You are pumping oil. The oil that they will use, and 
stuff, when the train gets to Phoenix, going here, will have originated 
in El] Paso. Coming out here it will be pumped out here for that 
pump ¢ 

Mr. McGanney. That is right. 

Mr. Rivers. You pump east from Watson ¢ 

Mr. McGanney. East from Watson; yes, sir. 

Mr. Mitier. And west from Phoenix ¢ 

Mr. McGanney. West from El Paso. 

Mr. Rivers. I thought the objective of your line was to get all the 
stuff you could to the Los Angeles area. 

Mr. McGanney. No. We are attempting to enable the Los Angeles 
area to serve its market in Arizona, the refineries. 

Mr. Rivers. I see. 

Mr. McGanney. And we simply stated that if an emergene y arose 
we could reverse it. It has a dual purpose, in other words. 
Mr. Rivers. All right. When you speak about looping, 

just duplicate ? 

Mr. McGanney. Yes. You loop it either part way or the whole 
way. If you loop it completely, then it is a duplie ation, yes. If 
you loop it only part way you get round the points of resistance. 

Mr. Rivers. I understand now. 

Mr. McGanney. To increase the capacity of the line. 

Mr. Hépserr. Mr. Miller. 

Mr. Mitirr. How long does it take you to lay this line? 

Mr. McGannry. We expect to finish it by September 31 this year. 
We started on the 1st of March with our surveys and rights-of-way, 


and so forth. The large part of it will be upon our railroad right- 
of-way. 
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Mr. Mriuter. So you are not worried with obtaining right-of-way, 
then ? 

Mr. McGanney. Yes, sir. 

Mr. Suorr. It is really moving fast. 

Mr. Rivers. This is on your railroad property ¢ 

Mr. McGanney. Toa large extent; yes, sir. 

Mr. Mitier. On the actual construction of the line, how much can 
you put in per day / 

Mr. McGanney. Well, may I ask our production manager that? 

Mr. Mitier. That is, the average amount there will be some places 
where it will go slower and other places where it goes pretty fast / 

Mr. McGanney. About 21%4 miles for each spread, and we have 
7 spreads. So that will be about 15, 16 miles a day. 

Mr. Héserr. Mr. Short, have you anything / 

Mr. Suorr. No. 

Mr. Heserr. Thank you very much, sir. We appreciate your 
coming. 

Mr. McGanney. Thank you, sir. 

Mr. H&serr. Now, members of the committee, tomorrow we shail 
have the remainder of our witnesses. And I want to admonish the 
witnesses that the rules of the committee call for a prepared statement, 
as the witnesses have obliged today with their prepared statements. 

We have three individuals I think coming from out of town. One 
individual I understand is here who has asked to testify. But to all I 
urge that they have a prepared copy of their statement, and we will 
discuss from that prepared copy. 

I also wish to announce to the committee that we have sent a tele- 
gram to Mr. Petersen, the president of the Standard Oil of California, 
inviting him to appear before the committee tomorrow because I am 
sure the committee would like to ask him some questions in connec- 
tion with the coincidental announcement today of the construction of 
the pipeline by the Standard of California. 

So we will stand recessed until tomorrow at 10 o’clock. 

(Whereupon, at 3: 47 p. m., the committee adjourned. ) 
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SOURCES OF SUPPLY OF OLL AND OTHER PETROLEUM 
PRODUCTS FOR THE WEST COAST OF THE UNITED 
STATES FOR MILITARY AND OTHER REQUIREMENTS 


TUESDAY, JULY 12, 1955 


House oF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Los Angeles, Calif. 

The subcommittee met at 10 a. m., with the Honorable F. Edward 
Hébert, chairman, presiding, and the following members present: 
Messrs. Hess, Rivers, Miller, and Short. 

Mr. Heserr. The committee will come to order, please. 

Mr. Courtney. Mr. Chairman, Mr. Spratt, whose statement has 
been prepared, from the Trans Mountain Oil Pipe Line Co., is the first 
witness. 

Mr. Heéverr. Yes; I was just going to call him. 

Mr. Spratt, please. 

I wanted to inform the committee that Mr. Petersen, of Standard 
Oil of California, will be here this afternoon at 2:30. 

Sit down, Mr. Spratt. 

Mr. Spratt. Thank you. 

Mr. Heserr. ‘The committee will hear your statement and let you 
complete it without interruption, and then we will ask questions. 

Mr. Spratrr. Thank you, sir. 

Mr. Ieserr. Proceed. 


STATEMENT OF J. GRANT SPRATT, PRESIDENT, TRANS MOUNTAIN 
OIL PIPE LINE CO., VANCOUVER, BRITISH COLUMBIA 


Mr. Sprarr. My name is J. Grant Spratt. Iam president of Trans 
Mountain Oil Pipe Line Co., Vancouver, British Columbia. 

I am appearing today at the request of the Western Oil & Gas Asso- 
ciation to give to your committee the factual information respecting 
the Trans Mountain Pipe Line. 

Trans Mountain Oil Pipe Line Co. is a crude-oil transportation con- 
cern which was incorporated by a special act of the Canadian Parlia- 
ment in March 1951. A wholly owned United States subsidiary, Trans 
Mountain Oil Pipe Line Corp., operates in the State of W: ashington. 

Construction was commenced early in 1952 and by October 1953, 723 
miles of 24-inch line had been built across the Rocky Mountains and 
was delivering oil from Edmonton, Alberta, to Vancouver, British 
Columbia, on the Pacific coast. 
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During the years 1954 and 1955, facilities have been extended south- 
westward some 60 miles with construction of 20-inch and 16-inch lines 
to refineries at Ferndale and Anacortes in the State of Washington. 

The capacity of the pipeline is presently some 120,000 barrels per 
day with 3 pumping stations in operation. A fourth station stands 
ready to increase throughput to 150,000 barrels per day immediately 
it is required. By adding another 3 stations, pumping capacity can 
be increased to 200.000 barrels, and with an additional 7 stations, or 
a total of 14. capacity of approximately 300,000 barrels per day can 
be developed. 

It is estimated it would take approximately 15 months to bring the 
system up to full capacity if required, with the likelihood that it 
would be closer to a year under emergency conditions. 

The Trans Mountain pipeline i is an outgrowth of rapidly expand- 
ing oil reserves in western Canada combined with petroleum require- 
ments of British Columbia and the Pacific Northwest States. The 
venture was also encouraged by both United States and Canadian 
Governments for defense purposes. Priorities for steel and other 
materials necessary for original construction were granted by author- 
ities of both countries. 

Present oil deliveries are averaging about 80,000 barrels per day, 
and it is expected that throughput will be in the order of 100,000 
barrels per day by the beginning of the fourth quarter of this year. 

Investment in the pipeline system to date is approximately $100 
million. 

According to estimates of the Alberta Conservation Board, western 
Canadian oil reserves stood at approximately 21% billion barrels at 
the end of 1954. Producing potential of some 6,000 wells is estimated 
at approximately 500,000 barrels per day and current production is 
running about 300,000 barrels per day with an average of 330,000 
barrels forecast for the year 195». 

Trans Mountain is now connected to 6 refineries with aggregate 
capacities of approximately 145,000 barrels per day. These refineries 
are located in British Columbia and the State of Washington. As 
a public carrier the company is prepared to expand its facilities as 
conditions warrant. 

That is all, sir. 

Mr. Heserr. Thank you very much. 

Mr. Rivers. 

Mr. Rivers. I just want to ask you 2 or 3 questions. 

This line, Mr. Spratt, is owned—who owns the stock in this com- 
pany ¢ 

Mr. Sprarr. A number of the oil companies promoted the line. 
The stock is owned by about five large oil companies and several smal] 
companies and then a certain amount of it was sold to the public. 

Mr. Rivers. And it is all American money, who own the stock? 

Mr. Spratt. No. 

Mr. Courtney. Excuse me. There are two companies, are there 
not ¢ 

Mr. Spratt. Well, the company operating in W ashington is a cor- 
poration. I say that is 100 percent owned by the Canadian company. 

Mr. Rivers. So it is a wholly owned United States subsidiary ? 

Mr. Spratr. Yes, that is right. 

Mr. Mitier. The one oper: ating in the United States. 
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Mr. Rivers. Yes. 

So the stock is owned by both nations? 

Mr. Spratr. Yes, that is right, sir. 

Mr. Rivers. How much money did you get, if any, from the United 
States Treasury in the construction of this line ? 

Mr. Spratr. There was no money obtained from the governments 
of either country. 

Mr. Rivers. You got no money at all. Did you get any guaranty 
on the paper from any company ¢ 

Mr. Spratt. The oil company guaranteed the bonds of the company. 

Mr. Rivers. Yes. No Federal money from either country was used 
in the construction, only priorities for the construction material 

Mr. Spratr. That is correct, sir. 

Mr. Rivers. Is thatcorrect ? 

Mr. Spratr. Yes, sir. 

Mr. Rivers. What is the refining capacity in the Seattle—what is 
the other town, now ? 

Mr. Mitirr. Pacific Northwest. 

Mr. Hess. Tacoma. 

Mr. Suorr. Ferndale and Anacortes. 

Mr. Rivers. Yes. What is the refining capacity / 

Mr. Sprarr. In Washington there is one refinery presently built 
and in operation that has a capacity, a rated capacity of 35,000 barrels 
per day, I understand. That is the published capacity. That is the 
General Petroleum refinery. 

Mr. Rivers. Recently come into production / 

Mr. Spratt. Yes; it came into production last fall. The Shell are 
building a refinery which will be in production within the next couple 
of months or so, and it 1s officially rated at 50,000 barrels. 

Mr. Rivers. Well, now, that coupled with the figures you have given 
us here will be over 200,000 ? 

Mr. Spratrr. No. This 145,000 barrels includes the 2 refineries in 
Washington plus the + in British Columbia. 

Mr. Rivers. And you deliver—in round figures you have 150,000 
barrels potential, and you deliver 80,000 barrels ¢ 

Mr. Sprarr. That is right, sir. 

Mr. Rivers. And you say here “if conditions warrant” you could 
bring it up to a larger delivery capacity in 18 months and possibly 
maybe a year; is that right? 

Mr. Sprarr. That is correct, sir. 

Mr. Rivers.’ Well, keeping in mind that you have to import oil in 
that. area now by tanker bottoms, do you feel that now is the time to 
start planning for the implementation of its ultimate capacity, to that 
vrowing defense and civilian area ‘ 

Mr. Sprarr. Well, we don’t have any immediate: plans for expand- 
ing beyond our present capacity of approximately 150,000. 

Mr. Rivers. If vour tanker bottoms were cut off, what would be the 
condition in that part of the country now? You could only get 80,000 
barrels out of approximately 150,000 capacity. 

Mr. Sprarr. No. We could pump—lI say one-hundred-and-twenty- 
odd-thousand barrels at the present time. 

Mr. Rivers. How long would it take you? 

Mr. Sprarr. We could do that right now. 

Mr. Rivers. You could do that right now ? 
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Mr. Sprarr. Yes. 

Mr. Rivers. You would have a deficiency of roughly 30,000 delivery 

capacity ? 

Mr. Sprarr. That is right. 

Mr. Rivers. How long * would it take you to get up to 150,000? 

Mr. Sprarr. We could do that within 2 or 3 weeks, say a month’s 
time at the outside. 

Mr. Rivers. How long would it take you to get up to 200,000? 

Mr. Sprarr. That would probably take us I would say a year or 
maybe a little better, depending on 

Mr. Rivers. But there are no plans to increase its delivery capacity 
at this time for any purpose; is that right ? 

Mr. Sprarr. That is correct. 

Mr. Rivers. Despite the potential of 500,000 barrels production 

capac ity in the Alberta area ? 

Mr. Sprarr. Yes; that is right. 

Mr. Rivers. So you have oil there now that you can’t deliver, isn’t 
that right? 

Mr. Sprarr. You mean oil in Alberta which we could not deliver to 
the coast ? 

Mr. Rivers. You can’t deliver it anywhere, because you can’t get 
across the Rockies going to the East and you don’t have the facilities 
coming to the W est. 

Mr. Spratr. No. I say we have facilities up to 150,000 at the 
present time, and I say if there were business to expand it beyond that, 
it would probably 

Mr. Rivers. Don’t you consider there is business in the North- 
west warranting the implementation of your planning or thinking. 

Mr. Sprarr. W ell, our planning and thinking, I say, is advancing, 
but I say our present plants, we have nothing 

Mr. Rivers. You have no plans, other than what you have, by your 
own testimony. 

Mr. Spratr. Except that I say we are thinking and planning ahead 
continually, to be ready for expansion if, as, and when it is required. 

Mr. Rivers. Do you think that it is necessary for us to continue 
to import oil from the Far and Near East with this oil available in 
Canada, and evidently there is no restriction on its exportation to 
America ¢ 

Mr. Sprarr. I don’t feel that I would be in a position to answer 
that question. 

Mr. Rivers. But you are merely a common carrier? 

Mr. Spratr. That is right, sir. 

Mr. Rivers. But you work for the major oil companies, or the own- 
ers of the line. 

Mr. Spratt. I work for Trans Mountain, yes. 

Mr. Rivers. Well, that is owned by the oil companies. 

Mr. Serarr. They have a large interest in it. 

Mr. Rivers. They have “the” interest in it, the running interest. 
They have the running interest in it, the operating interest. They 
own most of the stock, don’t they ¢ 

Mr. Spratr. Yes, they have a large block of the stock. 

Mr. Rivers. They have the majority of the stock, don’t they ? 

Mr. Spratr. No; I don’t believe they do. 
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Mr. Rivers. Now, do you have any plans to build anything to the 
Kast, to get the oil into the eastern part of Canada? 

Mr. Spratr. No. Our plans are just for moving oil west from 
Alberta. 

Mr. Rivers. Are there any natural barriers over which you would 
have trouble surmounting with the construction of a pipeline to the 
Kast ¢ 

Mr. Sprarr. Well, there is already a pipeline built eastward from 
Alberta to eastern Canada. 

Mr. Rivers. How far into the East? Could that deliver to the 
eastern seaboard of Canada ? 

Mr. Spratr. There is a crude line from Edmonton, Alberta, to 
Sarnia, Ontario. 

Mr. Rivers. I am not familiar with that part of the world. How 
close is that to the congested area of Canada ? 

Mr. Spratr. Well, that is getting down pretty close to the Toronto 
area. Sarnia is a sort of—one of the refining centers in eastern 
Canada. 

Mr. Rivers. What does that carry? What is the potential of that 
line? 

Mr. Sprarr. I believe it is roughly 200,000 barrels at the present 
time, with a potential capacity of something in the order of 300,000, 
as I understand it. 

Mr. Rivers. Well, this line plus your line is capable of taking 
out the reasonable production, conservationwise, from that field ¢ 

Mr. Spratr. Yes. They would be roughly capable of taking produc- 
tlon—— 

Mr. Rivers. The 500,000-barrel production. 

Mr. Spratr. Which is the potential at the present time. That poten- 
tial has been increasing pretty rapidly over the last few years. 

Mr. Rivers. That isall, Mr. Spratt. Thank you. 

Mr. Héserr. Mr. Hess. 

Mr. Hess. Mr. Spratt, along the same line of the questions that Mr. 
Rivers asked you with reference to your line running east—or running 
west, is there any reason to increase your capacity at the present time 
over the 120,000 barrels a day that it will now carry, when you don’t 
have refining facilities to take care of the oil ? 

Mr. Spratr. I would say the refining facilities are in the order of 
150,000 barrels or will be within the next month or so. 

Mr. Hess. Not in the Seattle and Tacoma area ? 

Mr. Rivers. Yes. 

Mr. Hess. Oh,no. There are just two refineries there. 

Mr. Sprarr. The Washington refining capacity, I say, is about 
$5,000 barrels per day, and the balance is in British Columbia. 

Mr. Hess. Yes. 

Mr. Rivers. I was speaking of that area served by the pipeline. 

Mr. Sprarr. Yes. 

Mr. Hess. Which you now implement by tanker bottoms. 

Mr. Sprarr. Yes; that is right. 

Mr. Hess. From some other source. 

Mr. Sprarr. Yes. 

Mr. Hess. So he does need it. 

Mr. Héserr. All right. 

Mr. Miller ? 
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Mr. Mriuer. No questions. 

Mr. Héperr. Mr. Short. 

Mr. Suort. Your present deliveries are averaging 80,000 barrels 
a day ¢ 

Mr. Spratr. That is right, sir. 

Mr. Suort. And perhaps will reach 100,000 barrels by the beginning 
of the fourth quarter of this year? 

Mr. Spratrr. Yes; as near as we can estimate. 

Mr. Suortr. Now, these deliveries go to the six refineries to which 
your line is attached ? 

Mr. Spratt. Yes, sir. 

Mr. Suorr. Four in British Columbia and two in the State of 
Washington ? 

Mr. Spratt. That is right. 

Mr. Suorr. How many of the 80,000 barrels go to the British 
Columbia and how much of the 80,000 barrels go to the State of 
Washington ? 

Mr. Sprarr. At the present time there are just over 50,000 going to 
British Columbia and about, I think it is roughly 26,000 to the State 
of Washington. 

Mr. Snort. Twenty-six thousand. Most of that goes to the Fern- 
dale plant ? 

Mr. Sprarr. It all goes to Ferndale. Shell starts taking deliveries 
next month. 

Mr. Suorr. Actually, there has been no delivery up to date at 
Anacortes 4 

Mr. Sprarr. That is correct. 

Mr. Suorr. But at the present time you are sending 26,000 barrels 
a day, or daily? 

Mr. Spratt. Yes. 

Mr. Suorr. Into Ferndale? 

Mr. Spratr. Yes. 

Mr. Suorr. That is all. 

Mr. Heésert. Mr. Courtney. 

Mr. Courrnry. Then the increase which you plan is to serve the 
refineries at Ferndale and Anacortes; is that correct 4 

Mr. Spratr. Yes; it is largely there. 

Mr. Courtney. Largely ? 

Mr. Sprarr. There is a little expansion going on in the British 
Columbia refineries, but I say the big increase is in Washington at the 
present time. 

Mr. Snort. And what will the total be when you start delivering to 
Anacortes, or when that refinery is completed ¢ 

Mr. Spratt. Well, we estimate approximately 100,000 barrels per 
day. 

Mr. Snort. To the two refineries in Washington ? 

Mr. Sprarr. No. There would be roughly [ would say as a starter 
maybe 50,000 barrels to Washington and about 50,000 barrels to British 
Columbia. 

Mr. Rivers. May I ask you one other question—Mr. Chairman ? 

Mr. Hepert. Mr. Rivers. 

Mr. Rivers. Mr. Spratt, has anyone in the Defense Department ever 
indicated to you what might be the need in that area by way of trans- 
portation in the event of an emergency ? , 
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Mr. Spratt. Not since I joined the company. I joined them about a 
vear and a half ago, and there hasn’t been any word from the Defense 
Department since I have joined them. 

Mr. Rivers. I see, sir. 

Mr. Spratr. In that regard. 

Mr. Rivers. Thank you, sir. 

Mr. Heserr. Thank you very much—— 

Mr. Courtney. You mean the Defense Department of what govern- 
ment ¢ 

Mr. Sprarr. Well, either government, sir. 

Mr. Heésert. All right. Thank you very much, Mr. Spratt. 

Mr. Serarr. Thank you. 

Dr. Miller, please. 

Mr. H&zert. Doctor, the same procedure will be taken as with the 
previous witness. You read your prepared statement to the commit- 
tee and then they will ask you questions that they desire to ask. 

Mr. Mitier. All right. 


Mr. Hénerr. You may proceed. 


STATEMENT OF FRANK G. MILLER, PROFESSOR OF PETROLEUM 
ENGINEERING AT STANFORD UNIVERSITY, STANFORD, CALIF. 


Mr. Mititer. Members of the special subcommittee of the Armed 
Services Committee: 

My name is Frank G. Miller. I am professor of petroleum engi 
neering at Stanford University, Stanford, Calif., and an industrial 
consultant in petroleum engineering. I am a registered professional 
engineer in the branch of petroleum in the State of California and a 
lieutenant colonel in the Ordnance Corps Reserve of the United 
States Army, assigned to research and development. 

I am appearing today at the request of the Western Oil and Gas 
Association. 

I was graduated with a bachelor of science degree in petroleum 
engineering from the University of California in 1933 and awarded 
my master of science and doctor of philosophy degrees by the same 
institution in 1939 and 1950 respectively, with mechanical engineering 
as the field of study and petroleum production as the field of research. 
Following graduation from college in 1933, I spent 3 years in refining 
and production with a major oil company in California. Subse- 
quently, I was employed as a petroleum engineer with the Petroleum 
and Natural Gas Branch of the United States Bureau of Mines for 
a period of 12 years, 

During World War II, I was an Army ordnance officer assigned 
to industrial activities. I have conducted evening lectures in oil 
reservoir engineering at the University of California since 1947 and 
have been on the staff of Stanford University since 1952. 

Mr. Rivers. May I ask him one question there, Mr. Chairman ? 

Mr. Heperr. Yes, sir. 

Mr. Rivers. Does that mean you have geological training and in 
formation, or only production ? 

Mr. Mituer. I would say partially, sir. I am not a geologist. 

Mr. Rivers. Yes. 

Mr. Miizer. Specifically, I am a petroleum engineer and a petro 
leum engineer is supposed to have some knowledge of geology. 
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Mr. Rivers. But you are not a geologist, other than what you have 
picked up ? 

Mr. Miutrr. I have had courses in geology. 

Mr. Rivers. Oh, you have? 

Mr. Miter. Yes, sir. 

Mr. Rivers. All right. That is what I wanted to find out. 

Mr. Mirter. Yes, sir. 

Mr. Heperr. Proceed. 

Mr. Mutter. The title of my statement is “The Oil Productive 
Capacity of California: Record of Production.” 

California has been the source of more than one-sixth of all the oil 
produced in the United States since 1940. During the 10-year period 
ending at the close of 1954, the trend in the annual rate of crude oil 
production in the State was generally upward. 

In 1954 the quantity of crude oil produced was 356 million barrels 
or about 1.0 million barrels daily. This rate of production is about 
22 percent greater than the average for the years of World War II, 
1942 through 1945. 

The California oil industry has been successful in producing crude 
oil at a rate of about 1 million barrels a day in the past few years. 
A study of the petroleum resources of the State indicates that the 
industry can continue to maintain this rate during the foreseeable 
future. The ability of the oil industry to produce crude oil at desired 
rates depends, of course, on its oil reserves. The meaning of this 
term “oil reserves” and of other terms pertaining to oil not yet pro- 
duced from naturally occurring underground reservoirs are essential 
to an understanding of California’s oil-productive potential. 


RESOURCES AND RESERVES 


The simple concept of a volume of liquid petroleum still existing 
in its underground environment is grossly inadequate as a descrip- 
tion of “oil reserves.” Economics must be considered. In this con- 
nection a report to the National Petroleum Council, made by the 
Committee on Oil and Gas Availability, includes this statement: 

An inquiry as to available supplies requires an answer to economics rather 
than physical terms. It must deal with the ability to supply a commodity 
at a price which makes it of value. The mere existence of a mineral in a 
natural state does not mean that it is available * * *, 

A cubic mile of sea water has about $93 million in gold and $8.5 million in 
silver. These precious metals in the ocean are enough to make every person 
in the world a millionaire. They have not made us rich for a simple reason. 
The cost of extracting them exceeds their value. 

The report goes on to say that the oil industry almost always deals 
with known recoverable reserves. “Proved reserves“ or “economically 
recoverable reserves” are the stock in trade of the oil company. They 
represent only the oil that can be produced from discovered fields by 
the current methods of operation in use in those fields at present 
levels of costs and prices. They do not account for the probability 
of improved technology or of new discoveries. 

An eminent petroleum geologist, in discussing the availability of 
crude petroleum, states that— 


The reserves consist of the oil and gas that are now available for use. The 
resources, Which are always far in excess of the reserves, include the reserves, 
the prospective undiscovered reserves, and any substances from which petroleum 
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could be derived, either by one or by both of (1) present or improved tech- 
nology and (2) present or more favorable economic conditions. Technology 
implies ideas, know-how, concepts, machines, methods, and principles ; economic 
conditions imply availability of adequate capital, incentive, profit, skilled labor, 
and political climate. 

In the light of these definitions, the estimated economic ultimate 
oil recovery of a field is the sum of the total quantity of oil produced 
from the field to date plus the estimate of proved reserves. The ratio 
of this sum to the total quantity of oil estimated to have been present 
in the oil-productive rock of the field just prior to the drilling of 
wells is termed the oil recovery factor. 

More and more geological information becomes available with the 
normal program of drilling additional wells in the field. Continual 
study of the rocks and fluids penetrated by the drilling bit and the 
correlation of data collected among different drilling wells provides 
« fund of knowledge whereby the oil company can improve its esti- 
mates of the quantity of oil in place initially. This quantity affects 
the recovery factor. Petroleum engineers, as a part of their oc- 
cupational duty, strive to increase oil-recovery efficiencies by im- 
proved methods of production. Their results in this endeavor are 
reflected in changed oil recovery factors. 

The petroleum engineer improves oil-recovery efficiencies or 
increases oil-recovery factors through advances in oil-production tech- 
nology. His success and the success of the industry in this respect 
forms the main thesis of this statement. This definition of the scope 
of this statement is not in any way intended to underrate the major 
effect of new discoveries on estimates of proved reserves. 

The accomplishments of the national oil industry in discovering 
new sources of oil and in improving technology is indicated by a 
series of “prophesies and realities” reported by the Independent Petro- 
leum Association of America. In part, these are as follows: 

In the year 1934 the prophecy was total future production only 


v:i—— 

Mr. Suort. No; 1914. 

Mr. Mitter. I beg your pardon, 1914. The prophecy, total future 
production, only 5.7 billion barrels. Reality: 42 billion barrels pro- 
duced 1914 through 1952, or 7 times the prediction. 

In 1931, the prophecy: Must import as much foreign oil as possible 
to save domestic supply. The reality: During the next 8 years, imports 
were discouraged and 14 billion barrels found in the United States. 

1939: United States oil supplies will last only 13 years. Reality: 
1 years ended in 1952 with new oil found exceeding production by 
15 billion barrels during the period. 

1947: Sufficient oil cannot be found in United States. Reality: 
».1 billion barrels found in 1951, largest volume in history and more 
than twice United States consumption. 

The oil industry in California is certainly representative of the 
oil industry nationally with respect to a vigorous approach to its 
problems. Doubtless, similar prediction-and-performance data apply 
to California. 

Mr. SHorr. Just a question there: Of the reality under the date 
1947—5.1 billion barrels found in 1951, the largest volume in history 
and more than twice United States consumption. 

Is that an accurate statement? Five and one-tenth billion barrels, 
twice our consumption ¢ 
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Mr. Muuter. Sir, I have quoted that statement, from the Inde- 
pendent Petroleum Association of America. That is my source. 

Mr. Suorr. How much do we consume yearly? In 1951 how much 
did we consume ¢ 

Mr. Mutter. I don’t know that figure, sir. 

Mr. Suorr. That figure is inaccurate. I think that figure is inaccu- 
rate. But go ahead. We will check it. 

Mr. Minter. Research designs and develops new tools, and tech- 
nology applies them in the field. Researchers have shown theoret- 
ically and in the laboratory that oil-recovery efficiencies should increase 
if water is injected in large quantities under pressure below the 
oil in a natural underground oil reservoir and used to force the 
vil toward producing wells. The reservoir is the porous oil-produc- 
tive rock containing the oil. These scientists have found ae that 
oil recoveries should increase if gas under high pressure is injected 
above the oil in an oil reservoir and applied to push the oil downward 
toward the bores of producing wells. Application of these techniques 
in the field is referred to usually as secondary recovery practices 
if: (a) an appreciable fraction of the economically recoverable oil 
in the field already has been produced when gas or water injection 
is first undertaken, and (6) if the pressure of the oil underground 
has declined to an intensity substantially below its initial value. If 
the pressure of the oil has not so declined, the injection of gas or 
water may be viewed as a part of the primary recovery operations. 

At this point I would like to ask the permission of the chairman, 
if I may, to show this exhibit I have brought along. 

Mr. H&serr. You may do so. 

Mr. Mitier. Thank you, sir. 

Mr. Rivers. Mr. Chairman, you are going to also explain the need 
for that in the primary recovery, along with it? 

Mr. Mitier. The need for which, is this? 

Mr. Rivers. The injection of this catalytic idea in the primary 
recovery. 

Mr. Miturr. Yes, sir, I will try to do this with a model, if I can. 

Mr. Heéserr. All right. 

Mr. Minxer. I have an assistant with me who will help me demon- 
strate. 

This exhibit represents an idealized model of an oil productive 
underground structure. The simplest type of geological structure in 
which we find oil in nature is called an anticline. It has the shape 
of an inverted salad bowl. The crockery in the bowl would be repre- 
sentative of the porous rock that contains the oil. 

Now, we have taken a slice through the bowl, and this is what you 
see in the model. 

This sand at this point may be at some depth, say of the order of 
10,000 feet. Below that depth we will find only water, normally, in 
the oil-bearing rock. 

On either side, above and below—rather than on either side, above 
and below the oil-bearing rock will be some other rock material that 
will be essentially impermeable to the movement of fluids from the 
oil-bearing rock to any rocks surrounding. In other words, these 
strata confine the oil to the pore spaces within the oil-bearing rock 
itself. 
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Most frequently, after we have determined the boundaries of an oil- 
tield or a pool 

Mr. Rivers. That is done by outpost wells? 

Mr. Mituer. This can be done by outpost wells, by geological sur- 
veys, and there are other techniques. Drilling is the only thing that 
you are really certain about. 
~ Mr. Rivers. Outpost wells determine the geology, or the geological 
prophecy ¢ 

Mr. Mitter. Yes, sir. 

Mr. Rivers. Or estimation ? 

Mr. Mitier. Yes, sir. 

| have some more to say about this in a moment. 

Of course the more wells you drill the more you learn about the 
structure, and if we can correlate what we gain in this well with infor- 
mation we gain over here, then we know something more about the 
material in between the two wells. In other words, this would help 
us to determine the amount this dips, and so on. 

Most frequently an oil-bearing structure of this type—and I would 
like to emphasize that this is the simplest type, but it will serve our 
purpose here today—contains a gas cap; that is, at the crest of the 
structure the sand will be filled with gas and water. The water we 
call interstitial water. You can call it anything, perhaps, you like. 
But it is the water that we think is in the oil-bearing rock before the 
oil came in. 

Beneath this gas cap is the oil zone itself. 

Now, in our model the oil zone is represented by a red liquid, and 
beneath the oil zone is water, represented by a blue liquid. This is 
actually a dyed water and the liquid is a hydrocarbon that has been 
dyed. 

Now, what I hope to demonstrate with this model is various types 
of oil-recovery mechanisms. And the first of these is the solution 
gas-drive mechanism. 

The oil underground contains gas dissolved in solution. When 
we penetrate the oil-bearing rock with a well, we cause a pressure 
differential between the oil at points remote from the well and the 
well bore itself. This pressure differential causes a movement of the 
fluids toward the well bore. And this is how it is accomplished. In 
the beginning the gas expands in place, comes out of solution and 
expands and in making room for the gas, oil must be pushed into 
the well bore. As the production continues, as the well continues 
to produce oil, gas will accompany it and larger and larger quantities 
of gas will accompany it and the gas-oil ratio, as we call it, will 
increase, 

Now, this type of drive, this solution gas drive or depletion drive, 
as it is called in the industry sometimes, is the least efficient, theo- 
retically, of the various drives that I am going to discuss. 

I wonder if you would show that first, Mr. Thompson ¢ 

There is gas dissolved in this liquid oil, and as he turns the valve 
and produces oil into the tank, gas evolves from the solution. The 
light colored spots you see here (in the oil stratum) are indicative 
of the gas that is coming out of solution. You might see at the same 
time that this very small gas cap we had originally in this model is 
expanding as production proceeds. 
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Now, what you can’t tell by the model is the fact that the gas-oil 
ratio is increasing; as the production proceeds, they are getting 
greater and greater quantities of gas for each unit quantity of oil 
produc ed. 

Mr. Rivers. And that is the reason you see these flares all over these 
gas fields, to get rid of that gas? 

Mr. Mituer. Well, I think the answer to that would have to be 
ves, but the volume of gas that is disposed of in that way I think is 
relatively small. 

Mr. Rivers..I mean they conserve all they can. What they can’t, 
they burn # 

Mr. Mirter. Yes. 

I just made a mark for the initial oil-water contact, because we are 
going to flood this in a moment. 

You have some indication here of the amount of oil that we have 
recovered by this drive. 

Our next step now is to inject gas into the gas pipe, and this will 
be a gas-injection operation. We will inject gas under pressure into 
the gas-cap region of this field and produce additional oil. 

Would you do this? 

Mr. Rivers. Is that practiced in California ? 

Mr. Mittrr. In a number of fields; yes, sir. 

You might recall that in my prepared statement I defined secondary 
recovery in the way I intended to use it. If we had injected this 
vas initially, we would look upon this probably as a primary recovery 
operation. In injecting it later, we look upon it as a secondary re- 
covery operation. As I am demonstrating it, it is a secondary recovery 
operation. 

Mr. Rivers. And the primary recovery, where you inject the gas or 
the water, whatever you inject, is where the initial pressure is not 
present, to pull it out? 

Mr. Mitirr. This isn’t quite right. If we inject the gas in the 
beginning — of production, when the pressure in the oil is still 
high, at or near its initial intensity. If we had depleted the field 
—— ally, say, ie this inefficient solution gas drive and then injected 

gas, that would be a second: iry recovery. We still can recover more 
ail from this field by a water drive. This is our initial water-oil 
contact. And we are going to inject water, flush the water upward 
through the oil zone and produce more oil through the well. 

Mr. Rivers. During that original process, what is happening to this 
water down here ? 

Mr. Mitier. It depends on the quantity of the water pressure and 

the pressure of the water. If there is much water present and if it is 
under high pressure, as the field becomes depleted, the water will move 
upward. 

Mr. Rivers. On its own ? 

Mr. Mitier. On itsown. We call that a natural water drive. What 
he is accomplishing now is an artificial water drive. 

Mr. Rivers. I see. 

Mr. Mutzer. I think we are going to run out of capacity here. 
| Laughter. | 

Mr. Murr. I might say now with respect to the model—we only 
have one well and we can’t show you all the maneuvers that might 
be otherwise possible. But I would like to emphasize, if I haven’t 
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done so, that the solution gas drive is the least efficient of these three 
mechanisms. In fact, 1 would like to come back to my statement. 
[ see that is the next thing I say. 

Mr. Héserr. All right. 

Mr. Miter. Thank you, Mr. Thompson. 

[ am returning to the first paragraph, beginning on page 5. 

Primary methods of oil production probably recover no more than 
20 to 30 percent of the oil initially present. Ifa reservoir is susceptible 
to secondary recovery methods and if economic conditions warrant 
the application of these methods, the total recovery may be doubled. 

Secondary recovery methods have been applied to a very limited 
extent in California to date. Primary gas injection operations are 
being carried out successfully in a number of fields. Secondary 
water flooding operations, involving the injection of water into the 
oil- productive: rock to promote greater oil recovery, are still in their 
initial phase in California. 

The greatest benefits of applying secondary recovery methods de- 
pend on the operation of each field or pool as a unit, as I was doing 
with this model a moment ago. Unit operation refers to the joint 
development and operation of an oil-field or pool. The intent is to 
combine separately owned tracts in such a manner that they may be 
treated from an engineering standpoint as a single property. A joint 
and common interest is established for carrying out exploitation of 
the unit as efficiently as possible to attain the maximum economic 
recovery of oil. 

As of December 31, 1954, there were 12 fully unitized projects in 
California; they contributed about 11 percent of the State’s total 
production of oil in 1954. The estimated proved reserves of crude 
oil in the State were 3.9 billion barrels as of the same date, and the 
cumulative production was 10.1 billion barrels. 

Nearly all the oil produced in California comes from fields that 
perform under the mechanism of a solution gas drive. This is a 
natural oil recovery mechanism and is sometimes termed a depletion 
drive. Briefly, the gas dissolved in the oil evolves as the field is pro- 
duced, with the normal decline in oil pressure. The expanding gas 
displaces oil and forces it into the well bores. This mechanism is con- 
siderably less efficient than the mechanisms resulting from the injec- 
tion of water (water flooding) or the injection of gas (gas drive) into 
the reservoir. These latter two mechanisms are operative in secondary 
recovery projects. Experience gained in the midcontinent and eastern 
oil-producing regions indicates that they recover roughly twice as 
much oil as the so-called depletion drive, ‘depending on the prevalent 
field conditions, the availability of injection fluids, and the economic 
situation. 

Probably upward of 90 percent of the oil produced in California is 
produced by depletion drive. It is therefore my considered opinion 
that widespread application of secondary recovery methods in Cali- 
fornia, under conditions of unit operation, would cause the proved 
reserve figure of 4 billion barrels as of December 31, 1954, to become 
more realistically a reserve of approximately 8 billion barrels. This 
figure of 8 billion barrels does not include additional oil that would 
hecome available through new discoveries. It is based on the fore- 
going analysis and on the results of secondary recovery operations in 
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the midcontinent and eastern oil-producing regions of the United 
States. 

Mr. Suorr. Doctor, do you discuss the cost of these secondary re- 
coveries of the two methods, water flooding and gas drives? 

Mr. Mitirr. No, sir. 

Mr. Snorr. Could you give us a rough estimate of how expensive 
this secondary recovery is, whether it is economically justified 4 

Mr. Mutter. I could say this—— 

Mr. Suorr. I think I understood you to say that the gas drive was 
the least efficient. 

Mr. Miniter. The solution gas drive. 

Mr. Suorr. The solution gas drive. 

Mr. Minuuer. This the first one where the gas comes out of solution 
in the liquid. 

Mr. Suorr. Yes. 

Mr. Mitier. The gas cap drive is an efficient mechanism. That is 
where the gas cap expands. 

pos Suorr. Of course it is reassuring, your estimate of 8 billion 
as against 4 billion barrels. That is fine. But I just wondered how 
sana it was going to be to recover this. 

Mr. Mitixer. Well, I feel this way about it, sir; | think the philoso- 
phy of the oil industry as a whole for many years has been to attempt 
new discoveries wherever possible because you have the greatest return. 

Mr. Suorr. That is right. 

Mr. Miuurr. I think, on the other hand, that secondary inethods 
may not be quite so glamorous and may not be quite so rewarding. 
In fact, it is almost a certainty, [ think, that the cost per barrel of 
production of secondary recovery oil would be less than that for pri- 
mary production, if you include the cost of discovery. But I am hesi- 
tant to try and detail this because there are so many, many factors 
involved, especially when we talk about geological conditions in 
California, for example. We have, in comparison to the rest of the 
Nation I think heavier oils on the average. 

Mr. Suorr. Over the Nation as a whole? 

Mr. Mituer. Yes. 

Mr. Snort. A tremendous amount of oil has been, though, produced 
through secondary recovery. 

Mr. Mituer. Yes, sir. 

Mr. Suorr. And while it is more expensive, it is a mighty good 
thing to have that backlog, particularly in time of emergency. 


Mr. Mitier. I don’t want to imply that this is more expensive. It 


may not be more expensive per barrel produced. That is the point. 
Mr. Rivers. No; it is not. 
Mr. Mitier. Yes. 
Mr. Suorr. That is what I wanted to get. 
Mr. Rivers. If you take into consideration your initial expenditure. 
Mr. Mitirr. That is right. 
Mr. Rivers. It wouldn't be. 
Mr. Suorr. Yes; because it is a certainty you know you have some 
oil there. 
Mr. Minter. That is the point. 
Mr. Suorr. You are not taking the long chance or long shot. 
Mr. Minter. That is the point; yes, sir. 
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Mr. Suort. You know that the oil is there. It is a matter of just 
getting it out. But I was wondering about the expense of this sec- 
ondary recovery. 

Mr. Mitier. Well, this, to the best of my knowledge, is a problem 
that is now subject to a great deal of study in this State. 

Mr. Suort. Yes. You stated it has been tried only to a limited 
extent thus far. 

Mr. Mitter. Yes, sir; that is true, sir. 

Mr. Snort. But you are experimenting with that and carrying on 
your research ¢ 

Mr. Mituer. Yes, sir; very definitely. 

Mr. Rivers. Could I ask him one question? Doctor, do you con- 
sider that the methods used in California by which they have extracted 
a larger percentage of their oil, their recoverable reserves, than they 
would normally do because of these emergent conditions—do you con- 
sider those as having indicated any injury, if any, tothe fields? I think 
they have gone up to 25 percent. 

Mr. Miiuer. [ am not sure I understand the question. Would this 
be right 

Mr. Rivers. Do you think the flush recovery that they have applied 
in the last few years has caused any injury to the fields? 

Mr. Mixer. I don’t think so; no, sir. 

Mr. Rivers. You don’t think so? 

Mr. Mitirer. No. I think that the production practice in the State 
has been such that there is no permanent injury from these, sir. 

Mr. Rivers. Do you have any concern over no proration in Cali- 
fornia ¢ 

Mr. Mitrer. Do I have any concern over that ? 

Mr. Rivers. Yes; or am | getting you in a political field that you 
want to stay clear of ? 

Mr. Miter. I think you are getting a little out of my field, sir. 

Mr. Rivers. Yes. But you are still in the oilfield, aren’t you? 

Mr. Miuter. Yes, sir. 

Mr. Rivers. Let me ask you about multiple recovery. 

Mr. Miter. Yes, sir. 

Mr. Rivers. You go down to another sand 

(Mr. Miller nods. ) 

Mr. Rivers (continuing). With the same shaft—— 

Mr. Miturr. Yes, sir. 

Mr. Rivers. And then what happens there? 

Mr. Mitier. Well, sometimes they are produced at the same time; 
two strata may be produced at the same 
Mr. Rivers. Are there two pipes? 

Mr. Mitter. Well, there may be several pipes. 

Mr. Rivers. In the same shaft ? 

Mr. Miniter. Same shaft. Or sometimes we will produce selective- 
ly from various strata. 

Mr. Rivers. Well, now, how do you conserve the pressure from one 
sand to the other when you have two shafts there ? 

Mr. Minter. Well, it would not be an efficient operation if yo: had 
a considerably lower pressure in one strata than another. ° And had 
them both open. Because one would then become a thief sand, as 
we call it, and would start robbing the other. 

65499—55_—9 
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Mr. Rivers. Do you only utilize that whenever you have a shortage 
of materials, that multiple concept, as the most practical way of get- 
ting it? The most desirable way is to have different wells, isn’t it? 

Mr. Mitter. This isn’t necessarily so. You may be able to produce 
one strata first and then the other. I mean, as a matter of fact, it 
may be economically feasible for an operator to produce a more prolific 
stratum before he produces a less desirable stratum. 

Mr. Rivers. And then he completes that and goes on down? 

Mr. Mitter. Yes, sir. 

Mr. Rivers. That always disturbed me, when I heard about multi- 
ple recovery. I never did quite understand it. 

Mr. Héserr. Mr. Miller ? 

Mr. Grorce P. Minirr. No. 

Mr. Héeert. Mr. Short ? 

Mr. Suort. No. A very interesting presentation. 

Mr. Rrvers. It is a fine statement. 

Mr. Mitier. Thank you very much. 

Mr. Grorce P. Mitier. I want to congratulate the gentleman for 
his statement. 

Mr. Hépert. Let me ask you one question. Doctor, there was an 
expression in a quote which you gave that intrigues me a bit, and Mr. 
Rivers sort of touched on it, and that was on page 3, in which you de- 
scribe, or rather you quoted geologists on all these factors involved 
in getting the oil, and then at the last: “and political climate.” 
Exactly what is meant by that? 

Mr. Minter. I was almost inclined, sir, to telephone that man and 
ask him what he meant by that. 

Mr. Hé&pertr. That intrigued me, that expression. I just wondered, 
too, what he meant by that. He puts that in with all the economic 
factors. You mean to say there is politics in getting oil out of the 
ground ? 

Mr. Miter. I should think—I mean—— 

Mr. Rivers. That means they don’t want any antitrust action when 
they start price fixing. [Laughter. ] 

Mr. Heéperr. You can always depend on Mr. Rivers to have the 
answer, whether it is right or wrong. 

Mr. Mitier. Well, I was going to say that I was interpreting this 
in the sense that the political climate, I would think, for uranium is 
good right now. 

Mr. Hinerr. The political climate for uranium is good. 

Mr. Mitxer. I would think so. 

Mr. Hésertr. Thank you very much, Doctor. 

Mr. George P. Minter. Mr. Chairman, I think it is one of those sort 
of indefinable things, but I am certain that those of us who have had 
experience in State legislative work and in the field know that there 
must be some relation. Because we all have a large number of friends 
who somehow or another find it necessary to be in either the State 
capital or Washington connected with the oil industry. 

Mr. Suorr. You don’t have to be able to define it. You feel it. 
[ Laughter. ] 

Mr. Hésert. Thank you very much, Doctor. 

Did Mr. Merryweather get here yet ? 

Well, the committee will stand in recess for 10 minutes. 

( Recess taken.) 
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Mr. Hésert. Because of developments over which the committee 
has no control, it will be necessary to recess now until 2: 30, at which 
time we will have the final witnesses, Mr. Merryweather and Mr. 
Petersen, unless there are some other matters now. 

Incidentally, I think this would be a proper time—in a discussion 
yesterday, we understand there are some documents, supporting docu- 
ments, that should be filed with the report and be made part of the 
report. If you have those documents now, we will be very happy to 
receive them. | 

Mr. Simmonps. Yes, Mr. Chairman. 

My first name is Norman. 

On behalf of the Western Oil & Gas Association, we would like to 
file with the committee a statistical record of the California crude-oil 
production, prepared by the conservation committee. 

Mr. Courtney. Is that a State organization or is it a trade organ- 
ization ¢ 

Mr. Simmonps. It is a trade organization. 

It shows the production by fields and by companies, in California. 
It has a map of the oilfields of California and other historical discovery 
data. 

Mr. Hésertr. Without objection, it is made part of the record. 

(The matter referred to will be found in exhibit 9.) 

Mr. Courtney. Mr. Simmonds, if there is any copyrighted material 
in this presentation, we would hhave to have a release of the copyright. 
I haven't looked at it, but I always ask the question to be sure. 

Mr. Stumonps. There is not, Mr. Courtney. 

Mr. He&serr. Does anybody have a statement to file with the com- 
mittee ? 

(No response. ) 

Mr. Heverr. The committee will stand in recess until 2: 30. 

(Whereupon, at 11:10 a. m., a recess was taken until 2:30 p. m.) 


AFTERNOON SESSION 


Mr. Henertr. The committee will come to order. 

Mr. Merryweather, please. 

Sit down right there, Mr. Merryweather. 

Mr. Merryweather is here at the request of Governor McFarland 
of Arizona. 

Mr. Merryweather, will you convey to the Governor the committee’s 
best. wishes ¢ ; 

Mr. MrerryweaTtuer. I will do so with pleasure, Mr. Hébert. 

Mr. Héserr. You may proceed. And you will read your statement 
and then the committee will ask you questions after you have com- 
pleted the statement. : 

Mr. Merryweatuer. Very well, sir. 
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STATEMENT OF HUBERT 0. MERRYWEATHER, OF PHOENIX, ARIZ., 
OFFICIAL REPRESENTATIVE OF GOV. ERNEST W. McFARLAND 


OF ARIZONA ON THE INTERSTATE OIL COMPACT COMMISSION, 
APPEARING ON BEHALF OF ARIZONA 


Mr. Merryweatuer. Mr. Hébert and gentlemen, my name is Hu- 
bert O. Merryweather, of Phoenix, Ariz. I am the official representa- 
tive of Gov. Ernest W. McFarland on the Interstate Oil Compact 
Commission, and I am appearing before this subcommittee on behalf 
of Arizona. May I express the appreciation of Governor McFarland 
to this committee for being able to come before you and give you some 
of our views. 

_ It is a pleasure to have the opportunity to express Arizona’s deep 
interest in the development of this proposed crude oil common carrier 
pipeline. 

As you know, our State is one of the fastest growing States of the 
Nation and our demand for petroleum products is increasing rapidly. 
So the possibility of obtaining a crude pipeline in our State is of im- 
mense importance. 

In the event of a national emergency we wish to be assured of a 
continuing supply of petroleum products with a minimum amount 
of difficulty and expense and believe that this proposed pipeline is 
the answer. 

The greater percentage of our ancyra is served by one railroad, 
the Southern Pacific, which runs through the cities of Tucson, Phoenix, 
and Yuma. The tremendous load put upon that line during World 
War II makes us keenly aware of the importance of transportation 
during times of emergency. Evidence of this problem is obvious by 
looking at figures of shipments of oil and oil products to the west 
coast during the last World War, which at one period exceeded 160,000 
barrels per day. 

We are thankful for the new products pipeline being constructed by 
the Southern Pacific Pipe Line Co. between El Paso, Tex., and south- 
ern California, but it does not answer all our needs and, therefore, I 
should like to make a few comments relative to a proposed pipeline 
for crude oil from west Texas to southern California which would be 
routed through Arizona. If crude oil is transported by a pipeline 
common carrier across Arizona, it will not only supplement possible 
oil requirements on the west coast but will also permit the construc- 
tion of refineries in Arizona capable of handling a good portion of our 
requirements. 

In peacetime such refineries would be important to us for the fol- 
lowing reasons: 

(a) With local refineries having a steady basic supply of crude, it 
would provide a market for new oil production brought in by dis- 
coveries in Arizona. At present Arizona has no oil production, 
although it was just this year we have been fortunate in obtaining our 
first commercial gas well. One reason that there has been a hesitancy 
to develop oil in Arizona is the lack of facilities to process oil within 
the State. The establishment of a refinery would also establish a 
market and be a real stimulant to oil development within the State. 

(6) Secondly, we believe such a refinery would provide us with 
certain byproducts such as asphalt for highways and chemicals for 
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fertilizers at a better price than we now must pay. Our rapid high- 
way expansion and our No. 1 source of income, agriculture, make both 
of these items very important. 

(c) We think a refinery might enable our citizens to get a better 
break on gasoline prices. 

At the present time the posted tank wagon or wholesale gasoline 
price of 80-87 octane gas in Phoenix is 22.6 cents per gallon, exclusive 
of taxes. The comparative price in Los Angeles is 19.4 cents, while 
the price of equivalent gasoline is 14.7 cents in Houston, 14.8 cents in 
Dallas, and 16.8 cents in El Paso. These prices are puzzling to us 
since they do not seem to be governed by freight differentials and since 
Los Angeles, where oilfields and refineries are located, has a higher 
price than similar places in Texas. If this price differential in two oil 
producing and refining areas is due to crude differences, then our 
people as well as the people of California should be entitled to the 
benefit of lower prices. 

In wartime such refineries would be a true asset because: 

(a) There is an increasing tendency to shift our defense industries 
inland rather than have them concentrated on the comparatively 
vulnerable west coast. It seems obvious that in the event of disaster 
our petroleum supplies should also be safeguarded and such Arizona 
refineries would certainly help in that respect in providing petroleum 

roducts for Douglas Aircraft, AiResearch, Hughes Aircraft, 
wed Metals, Goodyear, and numerous other vital war industries. 

(6) It would be a local source of supply for the oil products re- 
quired by the numerous airbases and other military installations 
throughout Arizona. 

(c) It would relieve in part the serious transportation problems 
faced during the last war and anticipated in any future emergency in 
the movement of petroleum products, fertilizers and chemicals, as well 
as all other war materials and personnel. 

From the press reports of yesterday’s hearing, it appears that Mr. 
Minckler of the General Petroleum Co. and other refinery representa- 
tives were opposed to a pipeline if built with any Government 
assistance. 

We believe that the decision as to the advisability of building such 
a pipeline should rest principally upon military requirements. How- 
ever, we think that the committee should be made aware of the fact 
that Standard Oil of California, Standard Oil of New Jersey, the 
Texas Co. and the General Petroleum Co. through its parent company, 
Socony-Vacuum, are the owners of Aramco, the Arabian-American 
Oil Co., which holds concessions in the Middle East from where oil 
is presently being shipped to the United States, including the west 
coast, and if any company ever had plenty of Government aid in 
making oil available, it was Aramco and its parent companies. For 
the story of that aid as determined by a United States Senate investi- 
gating committee, I refer this committee to the additional report of the 
Special Committee Investigating the National Defense Program pur- 
suant to Senate Resolution 71, dated April 1948, and I call particular 
attention to the conclusions of the committee on page 32 thereof, which 
in part are as follows: 

Would you like to have some copies of this, Mr. Chairman ? 

Mr. H&serr. Yes. 
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Mr. MerryweatHen. I have sufficient copies here. [Reading :] 


1. The United States Government extended direct and indirect lend-lease 
and other assistance to the Saudi Arabian Government in excess of $99 million, 
of which only approximately $27 million is likely to be recovered. 

2. These advances of direct and indirect lend-lease and other assistance to the 
Saudi Arabian Government were initiated for the most part by the Arabian- 
American Oil Co., its affiliates, and parent companies, for two reasons: First, in 
1941, to relieve themselves of the onerous burden of supplying large funds to meet 
the budgetary requirements of Saudi Arabia: and second, in 19438 direct United 
States lend-lease was requested by the company to eliminate the danger of its 
concessions and earnings falling under the financial control of the United King- 
dom. 

3. To induce the grant of aid to the Saudi Arabian Government, the Arabian- 
American Oil Co. offered to sell to the United States under a proposal to the 
President dated April 16, 1941, at prices based on fuel oil at 40 cents per barrel. 
Under another proposal made February 8, 1943, as a further inducement to the 
United States to extend direct lend-lease to Saudi-Arabia, the company offered 
to set aside reserves and to sell its petroleum products ‘at prices well under 
world prices” or at “cost plus a nominal profit.” 

4. When the United States Government needed oil because of its war demands, 
notwithstanding these prior proposais, the companies offered the Navy fuel oil 
eat $1.05 a barrel on a take-it-or-leave-it basis. The Navy was forced to buy the 
oil on these terms. The committee is of the opinion that the oil companies 
were under a moral, if not a legal, obligation to disclose to the naval procure- 
ment officers their previous proposals for the sale of oil submitted to the Presi- 
dent. The oil companies exploited the Government by exacting high prices for 
their products despite the high expenditures and assistance granted to Saudi 
Arabia at the companies’ behest to protect and preserve the companies’ con- 
cessions. 

5. The committee is of the opinion that in paying $1.05 a barrel the United 
States Government was overcharged between $30 and $38 million on sales made 
to the Navy by Aramco and its affiliates, between January 1, 1942, and June 30, 
1947, by payment of prices higher than those the oil companies had a right to 
insist on in the light of their previous dealings with the United States. 


I have a few copies of the entire report which are available for 
distribution and would like to have one copy entered as an exhibit 
herein. 

In conclusion, I would like to say that this line will be of tremendous 
importance to Arizona and the Nation in both peace and war because— 

1. It will enable Arizona to get refineries and thus aid oil explora- 
tion and our overall economy. 

2. It will relieve transportation congestion in times of emergency 
and enable us to more efficiently supply our local war industries in 
our contribution to the Nation’s effort. 

3. It will be in line with the national policy of dispersal of critical 
industries, including refineries, in preparation for any emergency. 

Mr. Hésert. Thank you very much, Mr. Merryweather. 

Mr. Rivers. 

Mr. Rivers. Let Mr. Short start off. 

Mr. Hesert. Mr. Short. 

Mr. Suort. This particular witness has brought out some points 
that haven’t been touched upon in previous testimony. I think all 
the witnesses that we have heard prior to the one now on the stand 
have very carefully and very well prepared a good case. There is 
such unanimity of opinion and views expressed by all the preceding 
witnesses and such similarity in the language and phraseology that 
I am inclined to think it is a remarkable coincidence that their testi- 
mony would be so much the same and down the line. You would 
expect some differences of opinion expressed. We haven’t gotten 
those differences until just now. 
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I think, Mr. Merryweather, this committee is quite cognizant of the 
fact that Russia has moved many of her large industries back of the 
Ural Mountains. Of course there is no spot on earth invulnerable to 
attack yaar because the remotest spot on earth from Los Angeles is 
only a few hours away. But after recognizing that fact, I think that 
any men with military experience and certainly anyone with common- 
sense knows that a dispersal program is a rather wise one in this 
atomic age, the atom and the hydrogen bomb. And I like the third 
point you brought out here: in line with the national policy of dis- 
persal—and we are supposed to have a national policy of dispersal in 
our Department of Defense. I have listened to it expounded by the 
Secretary of Defense as well as Secretaries of the different depart- 
ments. And not only dispersal of critical industries, but that sy aaa 
refineries, in the preparation for any emergency. That is one of the 
things that this committee has in mind. 

It also is aware of the point you brought out: and to relieve the 
transportation congestion in times of emergency, and of distributing 
the efforts of all our citizens in time of war throughout different sec- 
tions of the Nation. 

Now, it is rather impressive to me that all the witnesses before you 
spoke of Government subsidies. Of course this committee is not in 
favor of Government subsidies. I have spent almost a quarter of a 
century in Congress, and I imagine my record in voting against all 
kinds of subsidies is about as good as any Member in the Congress. 
Because I certainly believe in private enterprise and individual 
initiative. 

But as the chairman opened this hearing, he tried to emphasize the 
point that we are not thinking of this problem on just an economic 
or fiscal basis. We are looking only at the defense and security of 
this Nation. 

We do know that while the private-enterprise system has made 
America great, that there are some undertakings where the Govern- 
ment has to give assistance or cooperate with other countries. And 
the people who have been registering such protest against Govern- 
ment subsidies are the very people who have profited, certainly in the 
development of the rich oilfields in the Near East they profited by 
Government help. The Government did go to their assistance. 

I don’t particularly care to open the subject that you have mentioned. 
I didn’t know you were going to mention it. But I am personally 
quite well informed of this report by a special Senate investigating 
committee. I think it is something for the committee to bear in mind 
when we start writing our own report. 

Mr. Chairman, I want to say—perhaps I should say it now because 
I don’t want to take any more time. I think this little visit of this 
committee out here, after hearing certain testimony in Washington and 
hearing the testimony here, has been most helpful and most valuable. 

I want to have a little time to read over all the statements that have 
been made and try to chew and digest it with an open mind. Iam not 
thinking about profits made by any company that is now existing or 
will exist in the future. I am thinking primarily of the defense of 
this Nation. 

[ want to congratulate these people in California in sticking closely 
together and in thinking of the welfare of California. It is a great 
State, rich in resources and rich in population. But after all, it is 
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just one of the 48 States of the Union. There are other sections of 
the country that have to be considered. 

So far as I am personally concerned, I want to put the defense of 
the Nation paramount, above every other consideration. And 
whether or not it pays, I think this committee is interested chiefly 
and primarily as to whether or not it is needed in case of an emergency 
or an all-out conflict. 

I think you have given us some very good meat here to chew on and 
brought out some significant points that we should consider in writ- 
ing our report when we reach it. 

T think it is the purpose of the chairman—although I would rather 
he would speak for himself—when we get back to Washington we 
want to take the very valuable infor mation that we have gotten out 
here—and Jet me say that it has changed my thinking in some respects 
to know of the additional sources of supply, particularly the tide- 
lands, and then the amount of natural gas that is being brought in 
here, of the new exploration and development, the increased produc- 
tion due to secondary recovery, all these factors. 

We want to look at both sides of this question and not look at the 
mountain from just one angle. We want to walk around the moun- 
tain, climb to the top and roll down it, and see this whole problem in 
its totality, as a whole. 

I think it has been well worth our trip out here to get aditional 
information. I am not as alarmed today as I was last week this time 
as to the supply out here. 1 still believe in the wildcatter, these little 
men. Iam pretty strong for these independents. Because after all, 
they are the ones that find and discover these new sources of supply. 
I think they are doing a magnificent job. I hope they will continue 
the good work. 

I am happy that the Governor sent you over here. I know that 
you will carry back our very best regards; a man with whom we served 
in Washington. He was the majority leader of the Senate. And you 
can tell him that while Arizona doesn’t have quite as many people as 
California, that we recognize that you do exist; that it is a sovereign 
State, and that while your needs are perhaps not as great as some 
other people’s, we may need you a great deal in case of ‘another emer- 
gency. 

I am glad for the information that your fine statement has brought 
us. 

Mr. Merryweatuer. Thank you very much. 

Mr. Heépserr. Mr. Hess? 

Mr. Hess. No questions. 

Mr. Heeerr. Mr. Miller. 

Mr. Mitier. I would just like to say that I, too, am very happy 
that the gentleman has come over from Arizona at the behest of their 
good Governor. I w ant to assure my esteemed colleague, Mr. Short, 
that the interests of California and Arizona never get very far apart. 
We in the West recognize a mutuality of interest and we will con- 
tinue to do so. 

Like him, I am concerned with this problem from a national-defense 
standpoint. I, too, feel that in coming here we have learned a great 
deal. And I am very glad that some ‘of the fears that we had have 
perhaps been lessened by what we have learned here. 
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But it strikes me, Mr. Chairman, that the defense of the country 
is one that we must look at as a whole. We were very much con- 
cerned with the deficiency of about 50,000 barrels a day on the Pacific 
coast, When I think we should be more concerned with the deficiency 
of a million barrels a day on the east coast, all or the greater portion 
of which must come there by tanker, vulnerable tankers and tankers 
that we won’t have in time of war. 

So I think we will be able to rest our west coast case and say that 
we are as prepared here to meet an emergency as any part of the 
country as far as our oil supply is concerned and its potential. 

Mr. Hésert. Mr. Rivers. 

Mr. Rivers. Mr. Merryweather, what is the refining capacity of 
Arizona ? 

Mr. Merryweatuer. Mr. Rivers, I believe that Arizona could easily 
justify the existence of a refinery at the initial point of capacity of 
perhaps thirty to as much as forty thousand barrels a day. 

Mr. Rivers. Do you have any refineries there now ? 

Mr. Merryweatuer. We have none. 

Mr. Rivers. No refineries? 

Mr. Merryweatuer. None whatsoever. 

Mr. Rivers. You are totally dependent 

Mr. MerrywEATHER. On outside sources. 

Mr. Rivers. On products, pipeline and tank car, from points to the 
west and to the north of you, or is it the east of you? 

Mr. MerryrweaTuer. That is correct, sir. 

Mr. Rivers. To the east of you? 

Mr. Merryweatuer. East. 

Mr. Rivers. That is the E] Paso area and the Los Angeles area, is 
that correct ? 

Mr. Merryweatuer. That is correct. 

Mr. Rivers. And you charge that the absence of a pipeline bringing 
adequate crude through your State is in effect keeping the price of 
crude beyond the reasonable price asked for both to your west and to 
the east; do you make that charge ? 

Mr. MerryweaTuer. It certainly would appear that way. 

Mr. Rivers. And you certainly allege if a crude line were to come 
into your State, refineries would follow it? 

Mr. Merryweatuer. That would certainly be a logical assumption. 

Mr. Rivers. What is the distance from your State to the Los Angeles 
area ? 

Mr. Merryweatuer. Approximately, I would say or guess, about 
450 miles. 

Mr. Rivers. 450 miles. Are you safely behind the mountains—— 

Mr. Suorr. Is that from Yuma or Phoenix? 

Mr. MerryweaTHeER. I would say, from Phoenix to Los Angeles I 
believe is approximately 450 to 500 miles. 

Mr. Rivers. Would that be the logical point for a refinery ? 

Mr. MerryweatTuer. Phoenix? 

Mr. Rivers. Yes. 

Mr. Merryweatuer. I should think the central portion of the State, 
somewhere in that general nature, would be the logical point. 

Mr. Rivers. In time of emergency, where would be the logical 
point ? ‘ 

Mr. Merryweatuer. In the central part of the State. 
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Mr. Rivers. Behind the mountains? 

Mr. MerryweaTuHer. Yes, sir; within the interior of the State. 

Mr. Rivers. Has your State tried to get any company or any group 
of companies interested in bringing crude oil to Arizona? 

Mr. MerryweaTHER. There have been some attempts made, I under- 
stand, and we are hopeful that if this pipeline were inaugurated, nat- 
urally we would have our crude oil from that means, that supply. 

Mr. Rivers. Which would serve your State the better, a crude line 
or a products line, additional products line? 

Mr. Merryweatuer. I would think, Mr. Rivers, in the event that— 
we have a products line now that is being put in by the Southern 
Pacific, but I think very much desired is a crude line, in order to take 
care of our transportation difficulties which we are faced with now, 
and in addition, as we mentioned in this report, to promote the 
wildeatting of wells around Arizona and eventual development of 
oil within the State. 


Mr. Rivers. What is the extent of your defense activities in 


Arizona ? 

Mr. Merryweatrner. We have numerous airbases in Tucson and 
Phoenix and the areas surrounding them and we have, of course, 
Fort Huachuca, which is very busy in their electronics division, near 
the Mexican border, south of Tucson, and there are numerous war 
industries also that have moved into the State. 

Mr. Rivers. Now, you subscribe to the report which in effect alleges 
that this is a part and parcel of the overall Arabian crude produc- 
tion; that is, the allocation of the various segments of the industry 
to digest the crude? By that I mean this, if you don’t quite under- 
stand me: Every witness has testified there could be more refining 
potential on the west coast. Every witness has said that. 

Mr. MerryweaTHER. Yes. 

Mr. Rivers. And every witness has said that they do have just 
about as much crude as they can digest, with the refining capacity 
at present. I believe I am safe on that. 

Mr. Merryweatuer. That is my understanding, Mr. Rivers. 

Mr. Rivers. And you believe that that failure to construct these 
media to use the crude oil is done as part and parcel of the overall 
price of the finished product ? 

Mr. Merryweatuer. It affects the finished product and it also ap- 
pears as a means of the nonbuilding of refineries in this area would 
justify the importation of some of your eastern oils. 

Mr. Rivers. And much of your refined product comes from the Los 
Angeles area? . 

Mr. Merryweatuer. That is correct. And it would appear to me 
if they are short on refineries in this area, why not have a refinery 
in Arizona where we can do it ourselves and save the transportation 
costs and some other costts which I am at a loss to understand, which 
apparently reflect themselves in the price of our gasoline in Arizona. 

Mr. Rivers. Do you think they are afraid to pass through Arizona 
with a crude line, afraid you might get a few drops of it? | Laughter. ] 

Mr. Merryweatuer. I am a little bit suspicious, Mr. Rivers. 

Mr. Rivers. Yes, sir. 

Mr. Merryweatuer. That might be the case. 

Mr. Rivers. Have you in your official capacity tried to get these— 
1 think they call themselves common carriers—interested in such a 
venture ? 
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Mr. MerryweaTHer. Many of us have been interested, Mr. Rivers, 
in trying to get various people to put a common carrier through for 
crude oil into central Arizona. 

Mr. Rivers. And have you taken this up with the Defense Depart- 
ment ¢ 

Mr. MerryweaTHeR. I have not personally ; no, sir. 

Mr. Rivers. Has your Governor taken it up ¢ 

Mr. MerryweaTHer. | believe that it has afl brought up with him, 
but I am not familiar with the details. 

Mr. Rivers. So you are kind of—you didn’t exactly say it, but you 
feel that there may be just a little bit—kind of a conspiracy to keep 
this price level kind of high so you might have to pay just a few more 
cents ¢ 

Mr. Merryweatuer. That would not be a hard conclusion to arrive 
at, I don’t believe, Mr. Rivers. 

Mr. Rivers. What is your conclusion ¢ 

Mr. MerryweaTuer. Yes, affirmatively. 

Mr. Rivers. Allright. That is all, sir. 

Mr. Héserr. Mr. Merryweather, of course, you understand that 
while we are very sympathetic to what the price of gasoline is in 
Arizona, that is really not the question we have to decide. We are 
approaching this subject entirely on a defense basis, and the military 
necessity. Iam sure you understand that. 

Mr. MerryweaTH_ER. Yes, I do, sir. 

Mr. Rivers. Let me ask him this: Is that differential about which 
you speak equally applicable to the military consumers in your State 
as it is to the civilian consumers / 

Mr. MerrywEaTHER. Yes, it is. 

Mr. Suorr. Well, if the gentleman would yield there. 

If you did have a pipeline bringing the crude across Arizona and 
had a refinery there, where you got these huge airfields in your milit: ry 
that consume enormous amounts of gasoline, certainly it would be 
cheaper for the Government as it would for your own private citizens. 

Mr. MerryweatHer. They would benefit to a tremendous extent, 
there is no question about it. 

Mr. Rivers. And you charge that they have to pay the same differ- 
ential, in excess of what is being paid in the California and Texas 
area 

Mr. Merryweatuer. That is my understanding, Mr. Rivers. There 
may be some taxes that, of course, are eliminated, but other than that, 
your base price is the same. 

Mr. Rivers. And that is as a result of the absence of products and/or 
crude lines ¢ 

Mr. MerryweaTHeR. That would be I believe a very correct assump- 
tion, Mr. Rivers. 

Mr. Minter. Mr. Chairman. 

Mr. Héperr. Mr. Miller. 

Mr. Mitier. Mr. Merryweather, what has been the extent of ex- 
ploration for oil in Arizona and what is the prognosis? Does it look 
good ? ' 

Mr. Merryweatuer. I think, Mr. Miller, that there have been over 
100 wells drilled in Arizona. I think of those—there are probably only 
14 that were drilled intelligently, in which logs were taken and modern 
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methods were used. We have located gas in northeastern Arizona. 
Shell located a well there in the early part of this year. Humble. is 
putting another one next to it. 

Mr. Mitier. Northwest? Where is it? 

Mr. Merryweatuer. Up in Apache County, up in the four-corners 
area. 

Mr. Mitier. North of Grand Canyon ? 

Mr. MerryweaTHeRr. It would be south of the Grand Canyon, in 
the northeast corner. 

Mr. Mituer. Yes. 

Mr. Merryweatuer. And there is also currently an exploration 
deal going on in northwestern Arizona, up in Mojave County, on 
what was once called the old Naval oil reserve, and I think the 
prospects there are excellent. 

Mr. Miter. For oil or gas? 

Mr. MerrywraATHeEr. Well, we are under the assumption we will 
get oil. There have been producing oil wells north of us, about 25 
miles to the north, and if we can get some of Representative Short’s 
wildcatters in there, I think we will perhaps benefit in the very near 
future. 

Mr. Rivers. You didn’t have to put the “cat” on there. They are 
pretty wild people in the Ozarks. [Laughter. ] 

Mr. Héserr. Mr. Courtney, do you have any questions? 

Mr. Courrnry. One question for the record to amplify the Com- 
mission with which you are identified, or an explanation of it. 

You speak of the Interstate Oil Compact Commission, of which 
you are the Arizona member ? 

Mr. Merryweatuer, I represent—I am the official representative 
of Governor McFarland, who represents the State. 

Mr. Courrney. Who represents the State on the Commission? 
Now, just so the record will be complete, how many States partici- 
pate and what are the States? 

Mr. Merryweatuer. I believe, if my memory serves me correctly, 
Mr. Courtney, that there are 32 States participating in the Interstate 
Oil Compact "Commission. 

Mr. Courtney. Does it include the State of California? 

Mr. Merryweatuer. No, it does not. I believe California was at 
one time a member of the Interstate Oil Compact Commission. 

Mr. Stwmonps. No, it was not. 

Mr. Merryweatier. It was not? 

Mr. Stmmonps. No. 

Mr. Merryweatuer. Then it was not. Certainly it is not now. 

Mr. anes: Does it include any of the States you know of in 
district 5, for example, 3 ashington, Oregon—— 

Mr. ees WEATHER. Yes, W ‘ashington, Oregon, and Nevada has 
recently become a member, as well as Utah, C olorado, Wyoming. I 
am not sure whether Idaho is. Of course Texas and New Mexico 
are members of long standing. 

Mr. Courrney. Texas and New Mexico are members of your—— 

Mr. Merryweatuer. Of the Interstate Oil Compact Commission. 

Mr. Courtney. Those are the only questions I had. 

Mr. Hess. I have a question. 

Mr. Héserr. Mr. Hess. 
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Mr. Hess. Mr. Merryweather, I believe I understood correctly that 
this proposed pipeline, products line, that is being constructed by 
Southern Pacific will come through Arizona; will it not! _ 

Mr. MerryweEaTHeER. That is correct. I understand that is going to 
parallel their main line. 

Mr. Hess. Won’t that have a tendency, then, to reduce the price 
of your gasoline there and your products? 

Mr. Merryweatuer. We are hopeful that it may have an effect 
in that. ' . 

Mr. Hess. What is the reason—you say from time to time there have 
been discussions with reference to the operation of a pipeline, a crude 
line, through Arizona from the fields in Texas, and also the construc- 
tion of arefinery. What is the reason that those things weren't done ‘ 

Mr. Mrerryweatuer. Well, Mr. Hess, 1 do not know all of the rea- 
sons. I think one of them is the reason of pure economics. 

Mr. Hess. Economically not feasible? 

Mr. Merryweatuer. Yes, that seems to be it. 

Mr. Hess. That is the reason / 

Mr. Merryweatuer. That seems to be one of the reasons it hasn’t 
been developed. I don’t mean it is economically unfeasible at all. 
The people that started it did not have the funds to get the job done. 

Mr. Hess. That is all. 

Mr. H&rerr. Do you mean to say by that answer to Mr. Hess’ ques- 
tion that if they had the money to get the job done the pipeline could 
pay ¢ 

Mr. MerryweatHer. I believe it would pay, Mr. Hébert. 

Mr. Hérerr. Then following that through, do you think that people 
who invest know a good thing and they don’t go into it until they know 
they have a good proposition / 

Mr. Merrywearurr. We are hopeful they will see the light in the 
near future and I think certainly with a little 
they can get the job done. 

Mr. Hesertr. Some kind of a Government assist, then ? 

Mr. Merryweatruer. I am not in the least bit familiar, Mr. Hébert, 
with just what assistance is contemplated in this particular pipeline, 
its construction. 

Mr. He&serr. No assistance is contemplated. The only assistance 
available would be a guaranty of the loan to the individuals who would 
construct the line or the lending of the money by the Government. 

Mr. Merrywearner. And that would be based on its ability to use 
the oil as it arrives in Arizona; is that not correct ? 

Mr. Héperr. No. It would go even further than that. 

Mr. Merrrweatuer. Or California? 

Mr. Héserr. It would go to the extent that even if here it was not 
an economic feasibility and the Government decided that in the in- 
terest of defense, despite its economic shortcomings, the need for the 
defense purposes would be paramount, the Government would then 
take a calculated risk, on either guaranteeing the loan for lending the 
money to the individuals or the group who would construct the line. 
_ Mr. Merryweatuer. Well, I am certainly no authority on the sub- 
ject, but it is my belief, very firm belief, that the Government would 
be taking very little risk in guaranteeing it, for the reason that I be- 
lieve the products piped through the line would be used to capacity 
in very short order. 
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Mr. Hénert. Well, of course, that is what concerns the members 
of this committee to a great extent—the fact that if this is a justi- 
fiable economic proposition, why private capital does not build it. 
However, at the same time I repeat and reemphasize that the com- 


mittee’s concern or cognizance does not direct itself to the economic 
value of the line. 


Mr. MerryweaTuer. I see. 

Mr. Hererr. But strictly to the military necessity of it. 

Mr. Merryweatuer. That is 

Mr. Hésext. Any further questions? 

Mr. Rivers. Of course, the development of the oilfields in Saudi 
Arabia were justified by the State Department, for two reasons: They 
didn’t want to get it in the hands—dominated by the British, United 
Kingdom; fall into the hands of the Russians; and also to stabilize the 
Government of—what is it, Ibn Saud ? 

Mr. H&rert. And of course the military consideration, too, for the 
supply of oil. 

Mr. Rivers. I say the military consideration. And then the Navy. 
There are 3 or 4 or 5 reasons. And they put a sizable chunk in that, 
from Saudi Arabia back into this outfit. 

Mr. Mitxer. I think you will agree in that case, not wanting it to 
fall into the hands of certain European countries, that we leave un- 
mentioned perhaps the primary one and the dominant one: We just 
couldn’t have afforded to let Russia get that valuable oilfield. 

Mr. Rivers. So now it is a going concern and a very valuable field. 

Mr. Suorr. It cost us a lot of money, but it is worth it. 

Mr. Rivers. Worth it, yes. 

Mr. Suorr. But you will have to admit that the rich prize is very 
much closer to a potential enemy than a pipeline from Texas to Cali- 
fornia would be, and if we are going to help Ibn Saud and a lot of 
other people all the way from Zamboanga to Zanzibar, I think we 
ought to help our own people a little bit. 

Mr. Heserr. Of course the statement advanced by Mr. Merry- 
weather is very persuasive, in that any individual says, “Don’t let’s 
have any Government subsidy except I get it.” 

Mr. Suorr. It depends on whose ox is gored. 

Mr. Hésert. That is all. 

I think the information brought out is very valuable for considera- 
tion by the committee. Thank you very much, Mr. Merryweather. 

Mr. Merryweatuer. Thank you very much, Mr. Chairman and 
gentlemen. 

Mr. Hénert. Mr. Petersen in the room? 

Mr. Perersen. Yes. 

Mr. Hézerr. Sit down, Mr. Petersen. 

Mr. Prerersen. Thank you. 

Mr. Courrney. Mr. Chairman, before we begin, I would like to 
express the appreciation of the staff to Mr. Merryweather. He was 
greatly discommoded when he came into town and had to prepare his 
statement and have it in mimeographed form, but I think, as you will 
see the operation of the committee today, you realize the justification 
and need for it. But we appreciate your cooperation and your prompt 
attention to it. 

Mr. Héserr. Mr. Petersen, for the record will you please identify 
yourself ? 





bent. via 


Th 


4.4 4 fet J eee 


jess ~~ nn ttn he 









































UCTS 


nbers 
justi- 
ld it. 
com- 
1omic 


Saudi 
They 
nited 
ze the 


or the 


Navy. 
| that, 


r it to 
ye un- 
e just 


» field. 


5 very 
. Cah- 
lot of 
nk we 


Lerry- 
t let’s 


sidera- 
pather. 
n and 


like to 
le was 
are his 
ou will 
heation 
prompt 


dentify 


SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 901 


STATEMENT OF T. S. PETERSON, PRESIDENT, STANDARD OIL 
COMPANY OF CALIFORNIA 


Mr. Perersen. I am T. S. Petersen, the president of Standard Oil 
Company of California. 

Mr. Héserr. Mr. Petersen, you are here in response to an invitation 
by the committee issued yesterday as a result of a statement which 
was attributed to you in connection with the construction of a pipe- 
line by the Standard Oil of California to El Paso. <A press release 
was given out yesterday, which was read into the record. I am sure 
you are familiar with that press release. 

Mr. Prerersen. Yes, indeed. 

Mr. H&pert. Now, the committee has asked you to come down here, 
and we thank you for your appearance, in order to clarify the situa- 
tion, because we have very much concern about the manner in which 
this whole announcement was held. As you well know, the commit- 
tee’s intention of conducting these hearings in connection with this 
pipeline or proposed pipeline was not a military secret nor a State 
Department secret. It was given wide publicity. We announced our 
intentions a long time ago. 

Mr. Short had introduced a resolution in the Congress in connec- 
tion with setting up a select committee for it, and then the cognizance 
was given to this committee. And on June 27 this committee made 
an announcement of its intention of holding hearings and the field 
in which it would explore and also announced that hearings would 
be held on the west coast to hear the individuals here. 

During conferences in Washington with the staff and with indi- 
vidual members, Standard Oil of California was represented, dis- 
cussed the plans for the presentation of witnesses here, and yet the 
committee was amazed to find that not until the press release was 
handed to this committee on yesterday was this committee ever in- 
formed or did it ever have any indication, by suggestion or otherwise, 
that Standard Oil of California was contemplating the building of 
this pipeline. 

The committee was further rather amazed yesterday to hear testi- 
mony that the head of the Southern Pacific Pipe Line had only been 
informed or knew anything about this matter as of Thursday of last 
week, which was the day on which the committee began its hearing 
in Washington. 

The committee was further amazed to learn that the construction 
of this pipeline, which amounts to quite a sum of money, apparently 
was just merely discussed in an offhand manner, And certainly if it 
had been discussed at any great length, the committee feels that it 
should have been informed of it, which it was not, and the committee 
feels further that the timing and the manner in which this release 
Was given to coincide with the very moment that the committee was 
sitting here to hear this problem is something which the committee 
is just wondering exactly why it was handled in that manner and 
exactly to what extent and when did the Standard Oil Co. decide 
to make this announcement. And while we recognize we hav» abso- 
lutely no control nor do we intend to take any control over private 
enterprise, we think that in the broad picture and the broader aspect 
of military necessity in the defense of this country, that in common 
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courtesy this committee should have been informed as to the intent 
of Standard Oil of California, particularly since representatives of 
Standard Oil of California were in contact with the committee and 
with its staff. 

Now, for that reason we have asked you to come down today, to give 
your side of the story. 

Mr. Rivers. And may I add, too, Mr. Chairman, coupled with the 
fact that this committee has been on very good terms with your 
company. We have had some very close association with your com- 
pany in the operation of the Elk Hills. And we feel that the coop- 
eration we have given your company would justify certainly some 
consideration of reciprocity on your part to us. That is my feeling. 

Mr. Perersen. Well, Congressman Hébert and your associates, as 
Jong as you expressed yourself in the way you have, and the concern 
that you evidence, why, I am delighted that you did give me a chance 
to come down and tell you the developments of this particular pipe- 
line that our company is building. 

We have considered the matter of enlarging the pipeline that comes 
from Snyder, Tex., to El Paso now for 4 or 5 months. The reason 
for that is that we just have to have more capacity going through 
that pipeline, not only to serve ourselves but to serve other people 
who use the pipeline. We have studied a good many ways of doing 
it. We had thought that we would approach it from taking the two 
8-inch lines that compose that pipeline at the present time and enlarg- 
ing those to a 14-inch line; that the two 8-inch lines remain in the 
ground. We finally came to a conclusion here about 3 or 4 weeks 
ago that the more economical thing to do would be to really put in 
a big line in a part of that pipeline system. 

So last Thursday, at our executive committee meeting, we approved 
an appropriation for several million dollars to lay 70 miles of 20-inch 
line in that particular part of the line, which was owned, incidentally, 
by the Standard Oil Company of Texas, which is a subsidiary of ours, 
and let that become the means of adding the improved volume of oil 
through the line to the refineries in E1 Paso. 

Now, if we have been remiss in not keeping your committee advised 
of the developments of that pipeline, I am sorry, and I apologize to 
you for that omission. 

Having arrived at the conclusion to make that enlargement and 
bring that pipeline that can, as it is fully completed to a 20-inch 
size back to the fields of Texas, bring a tremendous amount of crude 
oil to El Paso and at El Paso for disposal in any direction it might 
seem desirable, particularly in time of crisis. 

Now, if we had let that pass and had made the decision to go 
along and build that pipeline and not informed your committee, I 
think we would have been extremely negligent. If we had not taken 
the action we did of giving publicity to it, you could well have said 
that we had not let you know what this company was planning at 
a time when you were sitting in Los Angeles considering what you 
felt should be done about supplies on the west coast. 

If we had done that day before yesterday, I think you could have 
just as soundly have felt that we were doing it to embarrass you, as 
you were starting from Washington to come out here. 

We didn’t know until Thursday we were going to do this. We 
took no final action on that. If we had waited until you had gone, 
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you could very well have said, and I think with considerable resent- 
ment, that we had let your committee leave the west coast without 
having informed you of what our plans were. And so we made our 
newspaper announcement as was contained in the paper yesterday 
with the idea of telling everybody that we had taken that step; that 
we were planning on putting that larger section of line in, and it 
would have the possible results of doing several things: (1) being 
able to feed into the Southern Pacific lines in the event there was 
ever an emergency, or the other alternative of being able to pick up 
that line in some means at E] Paso and bring it on west if an emer- 
gency ever justified that. 

That is the development of that line. 

Mr. H&eerr. Yes, Mr. Petersen, I appreciate your position there. 
But let us keep in mind that no representative of your company asked 
to appear as a witness in connection with these hearings, when you 
had under consideration the building of this pipeline. At no time was 
a request made by Standard Oil of California to appear here. Your 
representatives knew as of June 27 that these hearings were to be held 
here and that we were coming to the west coast particularly for the 
convenience of the individuals on the west coast and to give them an 
opportunity to be heard. Yet you say this line was contemplated for 
4 months. And yet—— 

Mr. Perersen. Some modification, Mr. Chairman—— 

Mr. Héperr. Well, some modification. 

Mr. Prrersen. Had to be made in that line. 

Mr. Héserr. And yet to tie in with the emergency and the military 
necessity, in which this committee is primarily interested, the South- 
ern Pacific Pipe Line people were only informed as of last Thursday. 
They were called on the telephone, I think the testimony will show, 
to make inquiry of the capacity of its lme. Now, that was the only 
time, according to the testimony before us—and we didn’t know 
anything beyond that, but what has been told us—that the Southern 
Pacific people were contacted. Though now you say the line was 
under consideration for 4 months. 

Mr. Perersen. I am talking about our line, from FE] Paso on east. 

Mr. Héserr. I am talking about your line. 

Mr. Perersen. The call to the Southern Pacific, Mr. Chairman, 
was made in the interest. of knowing that that line could be reversed 
in the event it was desirable at any time to put crude as crude through 
that line and pump that crude to Los Angeles. That was the tele- 
phone incident. 

Mr. H&serr. That is correct. And you tied in your statement— 
you know the statement. You gave it out. And you tied in your 
statement with the Southern Pacific Pipe Line for the emergency. 
And the only time, to the knowledge of the Southern Pacific people, 
that you were interested in the capacity of their line was as of last 
Thursday, the day that this committee sat in Washington 

Mr. Perersen. No. 

Mr. Hésert. And the only time, the only statement given out of 
tying it in with the area which this committee was exploring, namely, 
the military necessity, was the decision to release this information to 
the public simultaneously with the sitting of this committee in Los 
Angeles, and except for the alertness and the interest of an individual 
65499—55—10 
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newspaper reporter, this committee to this minute would not have 
known of that announcement. 

Mr. Perersen. Well, we certainly intended that you know about it. 
And that was the purpose, not only of having this committee but of 
having everybody in the oil industr y understand that we were taking 
that action. It was done—something that was routine in our opera- 
tion. 

Now, when you indicate that we asked the Southern Pacific the 
capac ity of the line, we have been very familiar with the capacity of 
that line for the last 4 or 5 months. We have to be, because we expect 
to use that line and expect to have that line perform quite a service 
as it stretches across the States of New Mexico and Arizona that was 
just referred to. 

Mr. Heéserr. Mr. McGanney, the vice president of the line, testified 
here yesterday he never heard of this until last Thursday, and yet you 
say you were ‘fully cognizant of 

‘Mr. Perersen. I think, Mr. Chairman, that Mr. McGanney was 
talking about the capacity of our line from E] Paso on east, not his 
line. 

Mr. Heserr. He was talking about your line 
heard of it. 

Mr. Perersen. He had never heard of it; that is right. 

Mr. Héserr. And then—and you were fully cognizant of the capac- 
ity of the Southern Pacific line. Why was the call put in to Mr. Me- 
Ganney then to find out what the capacity was, if you knew it already ¢ 

Mr. Prrersen. It wasn’t put in for the purpose of finding out what 
the capacity was because we had been, as I say, close to that situation, 
because of the products we expect to put in that line, for months. The 
call was for the purpose of finding out if that line could be reversed 
from Phoenix to Los Angeles and the flowing from El Paso to Los 
Angeles. 

Mr. Héserr. Well, you didn’t know that for 4 months when you 
were considering this line # 

Mr. Perersen. No. It had been spoken of, but I didn’t want to 
make mention in the newspaper of that point without knowing that 
they were going to confirm it, which, of course, they did. 

Mr. Héserr. Well, when was the consideration for a national emer- 
gency taken into consideration for the construction of this line? 

Mr. Prerersen. Well, that comes in stages, Mr. Chairman. The first 
increment that is going to happen to that line that we are now enlarg- 
ing will happen immediately, and that will reach to the point of having 
this first 80 miles of 20-inch line laid. That is 80 miles of some 349 
miles of line back as far as Snyder, Tex. 

The next increment will come as soon as the requirements justify the 
additional 20-inch line, and so on, until it is finally compete, and at 

that*time the line will be in the position of hauling or carrying about 
225,000 barrels of crude oil a day. 

Mr. He&verr. Well, of course, as Mr. Rivers has also indicated to 
you in his remarks of a few minutes ago, I think that this committee 
and its predecessor, the old Naval Affairs Committee, of which both 
Mr. Rivers and Mr. Hess and myself were members, have always had 
very fine relations with your company, and [ think we have been very 
considerate in the operation of Elk Hills. We were on the old com- 
mittee that initiated that. 
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Mr. Perersen. Yes, sir. 

Mr. Héserr. So I don’t think we can be criticized very much for 
feeling a little aback, under the present situation, when we are inves- 
tigating something of such great importance to the defense of this 
country and then are told that we must rely on an obscure, in this 
particular case, newspaper article, which I haven’t seen in the news- 
paper yet. It is like posting the names on the courthouse building 
and saying, “If you are not here by a certain date, we are going to 
dispossess you, and if you don’t read the bulletin on the courthouse 
wall, you are just out of luck.” 

Very frankly, speaking for myself, I think the committee has been 
placed in a very awkward and embarrassing position. Otherwise, we 
would not have invited you to come down to explain it. And particu- 
larly in view of the past relations of this committee and its predecessor 
with your company. 

Mr. Perersen. Well, I am cer tainly SOrry. 

Mr. Hésert. Of course we can’t belabor the question, and we don’t 
intend to. And whatever you do as the Standard Oil of California 
is your business. It is none of our business. It is your business. 
However, when we have something, of which you were fully cognizant, 
your company, who had representatives in Washington, who are fully 
cognizant of this situation, who knew for weeks we were going to 
have this investigation, who knew for weeks the area we were going 
to explore, and yet we are compelled to depend upon a newspaper 
release to find out what is going on, I don’t think it is playing the 
game fair with us, Mr. Petersen. 

Mr. Perersen. I am certainly sorry that you feel that way. As I 

say, this action came up Thursday afternoon, and that is the only time 
that anyone in the company would have been authorized to have stated 
that we were actually going to do anything to that line. 

Mr. Héperr. Why didn’t you announce it Thursday afternoon 

Mr. Perersen. Just the matter of timing. Thursday afternoon— 
we could have announced it Thursday afternoon. Your committee 
was leaving Washington Thursday afternoon—— 

Mr. Courrney. Excuse me, Mr. Chairman. The committee opened 
its sessions on Thursday. 

Mr. Héznerr. Opened its sessions on Thursday morning, at 10 o’clock. 
Mr. Prrersen. If we had made the announcement at that time— 
just a matter of timing, whether we did it on Thursday or whether 
we did it on Friday. As a matter of fact, we had some little 
trouble with the announcement itself. And the reason we didn’t 
announce it Thursday night was because of trying to get the wording 

down to a point that it was satisfactory to our group in our family. 

Mr. Héserr. The release that you gave is a “Hold release for Mon- 
day afternoon papers.” It isa hold release. 

Mr. Perersen. That is right. 

Mr. Hézerr. So it was prepared—it was decided on Thursday and 
it was a hold release until we got to California. 

Mr. Perersen. I beg your pardon. It was decided on Friday 
and 

Mr. Hésertr. Well, on Friday, then. 

Mr. Perersen. On Friday, and on Frid: ay afternoon was released to 
the papers for release on Monday as is indicated on that release. 
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Mr. Héserr. Not only on Monday, but the afternoon newspaper of 
Monday. 

Mr. Perrersen. There are no morning newspapers that can_ be 
reached, except you make a release on Sunday afternoon in San 
Francisco. 

Mr. Hésert. But it is a p. m. release, a hold p. m. release. 

Mr. Rivers. Let me ask him. 

Mr. Heépert. Mr. Rivers. 

Mr. Rivers. Mr. Petersen, there is no use to sit here and argue with 
you about whether or not you offended us intentionally or inadver- 
tently. It is beside the point. The only thing I have to say: If you 
thought of us any time Thursday or today, you should have thought 
of us before. Because the defense of this country is everybody’s busi- 
ness. You are as much in that business as we are. By law we are 
charged with providing for the military on the House side of the 
Capitol. That is our responsibility. We have access to the most secret 
information of the Defense Department: what the plan is in event 
of an emergency; what the first year, the second year, the third year 


and the fourth year is, and what the requirements may be. We have. 


that. 

So we feel, in the directive with which we are charged by our chair- 
man, Mr. Vinson, and the Congress, on the House side particularly, 
that we are entitled to the complete cooperation of all people—not 
only the Standard Oil Company of California. And in a very short 
time we will go into discussions with your company about Elk Hills, 
I think, if my memory serves me right. I believe it is pretty soon. 

Mr. Perersen. I certainly hope so. [Laughter.] 

Mr. Rivers. We don’t keep you in the dark. 

So we have every right to be offended. And no explanation will be 
satisfactory to me about this. But that is not the point. So there is no 
use to talk about that. 

I notice here that you said: 

In the event of an emergency it would be relatively a simple matter for the 
Southern lines— 
and so forth— 


to change over the transportation of crude oil all the way to Los Angeles. The 
outstanding feature of this arrangement would be its flexibility to meet sudden 
emergencies. 

It indicates beyond the peradventure of a doubt that the emergency 
was part and parcel of your consideration and deliberations in your 
organization. 

Mr. Prrersen. No question about that. We have had that very 
much in mind. 

Mr. Rivers. Yes, sir. So we have every reason to know what your 
company can do—any company—should these refineries get bombed. 
And we have testimony on that. 

My own reflection is: if you get damaged in these refineries on 
the west coast, where will they be? It will be from nuclear weapons. 
ry > eee Ng Piet: . . bs 2 . . 

Phe Russians aren’t going to make this long journey on a one-way 
trip with anything but a first class outfit. That is all they are 
going to care, because they are not going to get back. 

Mr. Perersen. I don’t quarrel a bit with you on that. 
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Mr. Rivers. So your refineries would suffer extensive damage, and 
all refineries. So transportation to this excellent area is highly essen- 
tial, both for the military and for the civilians, what is left of them, 
when a nuclear bomb hits. 

Mr. Hepert. Mr. Hess? 

Mr. Hess. No questions. 

Mr. Heserr. Mr. Miller? 

Mr. Miturr. No questions. 

Mr. Hépert. Mr. Short? 

Mr. Suort. The thing that is very little short of shocking to me is 
that practically all the witnesses that we have heard here in Los An- 
geles testified that they have an adequate supply of oil here on the west 
coast and in California and that a line was not needed either in peace 
or war. And I think it was Mr. Minckler, the first) witness we had 
yesterday, who said that if the pipeline were constructed from west 
Texas to California, it wouldn’t be economically justified and that it 
would be useless, useless in time of war. 

But now it seems that some of you perhaps have changed your mind 
or position and you recognize that in time of emergency we would need 
a pipeline from E] Paso to Los Angeles in order to step up transporta- 
tion at a lower cost and to give us an adequate supply in case of war. 

Only yesterday or last week you were saying, “No; we don’t need it; 
we don’t need it at all.” 

Yet you are going to build a line to El Paso that can distribute this 
oil through the link constructed by the Southern Pacific to this area. 
So after all, perhaps there is a need fora pipeline. It is hard to under- 
stand people saying one day that it is not needed, you have an ade- 
quate supply, and then the next day, “Well, Lam not so sure about that. 
Perhaps we should increase our capacity to deliver additional petro- 
leum to E] Paso.” 

I think Texas got enough oil down there to satisfy their own needs. 
The reason they are bringing it to El] Paso is to ship it from there 
through Tucson and Phoenix and on out to the Los Angeles area. 

Mr. Prrersen. I think the point that Congressman Rivers made 
is the only place where we would need additional oil here, Congress- 
man Short. Because if you had an atomic weapon that was let loose 
one one of the dense oilfields here, such as our Wilmington field, it 
could be that there would be some very severe damage. And that is 
the type of emergency that we visualized when we commented on the 
fact it may be. Certainly there is no need for it now. We are in 
balance here. 

Mr. Suorr. But you reached that conclusion only last Thursday. 

Mr. Prrersen. We always had that conclusion. 

Mr. Snorr. You couldn’t make up your mind until last Thursday. 
Until you knew this committee was going to hold this hearing and 
until we started talking about the building of a pipeline then you de- 
cided, last Thursday, that maybe we do need it. 

Mr. Perersen. I don’t think you are stating that right. We decided 
last Thursday that we would add to our pipeline. And adding to it, 
we would add to it in such volume that it could serve several purposes. 
One, it could serve the purpose of increased demand from El] Paso 
and Albuquerque and that area. Another one, it would have such 
capacity that it could go even beyond that. We made up our mind 
Thursday but we studied that question, Congressman, for a long time. 
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Mr. Héserr. Do you have any questions, Mr. Courtney / 

Mr. Courtney. Do you yield? 

Mr. SuHorr. Yes. 

Mr. Courrnry. The question, Mr. Petersen: The figures and the 
charts and the graphs and all the data that has been presented by the 
Western Oil & Gas Association and its numerous members and which 
has occupied our attention yesterday and this morning, are all based 
on the calculations which do not include any additions or any of oil 
that could be put through the pipe that you are just talking about, 
crude oil, and which you announced on yesterday ¢ 

How much of a difference would it make in these calculations, if you 
know them—and I assume you are a member of the association, aren’t 
you ¢ 

Mr. Perersen. No; I am not a member now. Our company ts a 
member. 

Mr. Courtney. Your company is a member. How much of a dif- 
ference would it make in the total amount of oil deliverable in the Los 
Angeles area for district 5 to have the additional capacity of this 20- 
inch line? 

Mr. Perersen. Well, it would make the difference, at the present 
time, depending on what was done at the other end of the line, I mean 
at the El] Paso end of the line, as between 55,000 and 225,000 barrels 
of oil. 

Mr. Courtney. Well, then, these figures that we have here are two 
hundred and twenty-some thousand barrels short. 

Mr. Perersen. No; those figures—— 

Mr. Courtney. Is that correct ? 

Mr. Prerersen. Those figures you have are absolutely accurate, I 
assure you. And this potential amount of oil that could come or could 
be brought through that pipeline ultimately is something that is com- 
pletely apart from that. It will never be brought, unless there was 
some radical change on the Pacific coast. 

Mr. Courtney. Well, let me restate it. There is testimony here, 
by Mr. Fox, that the maximum from known sources, exclusive of the 
line that you have now spoken of, a deliverable or potential of 565,000 
barrels for emergency purposes. Now, adding to the capacity in the 
sources that Mr. Fox and all the people in Western Gas & Oil Associ- 
ation have testified, how much mould you add to that potential by 
reason of the developments of Thursday and Monday, the purpose of 
your company to build a 20-inch line? 

Mr. Perersen. It wouldn’t add at all to those figures, unless some- 
thing was done with that oil that ultimately would be available at El 
Paso, which as I say—if that could be put into a pipeline and brought 
to Los Angeles, that would be the difference between 55,000 and 
225,000. 

Mr. Courtney. At E] Paso. 

Mr. Perersen. Yes. But that doesn’t apply at all to these figures 
that have been given you. Those we agree with completely. 

Mr. Courtney. You agree with the figures as they are presented ? 

Mr. Perersen. Yes, indeed. 

Mr. Courtney. You realize, of course, it might considerably upset 
the validity of these figures ¢ 

Mr. Perersen. Well 
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Mr. Courtney. If that calculation had not been made? 

Mr. Perersen. The point I would like to leave clear with you gentle- 
men is that this line is now coming from west Texas to El Paso. There 
isa linethere. It isa limited line. 

Mr. Courtney. Two 8-inch pipe, is that right? 

Mr. Perersen. That is right. And it is being enlarged to a point 
where seventy-odd miles are being made into 20-inch pipe, and by 
successive stages we will increase that 20-inch pipe. At that time the 
line could carry 225,000 barrels of crude oil. 

Mr. Rivers. Now, may I ask this question, Mr. Petersen: When that 
line will have been completed, is there sufficient refining capacity in 
the El Paso area to utilize it at full capacity ? 

Mr. Perersen. No. 

Mr. Rivers. There is not? 

Mr. Perersen. No. ; 

Mr. SHort. Well, what assurance do we have, other than your word, 
that you are actually g going to build this line? 

Mr. Prrersen. I can take you over there Monday morning. I will 

et you into the job. [Laughter.] We will start together. 

"ie Suort. But you are absolutely frank and forthright and seri- 

ous when you tell us you are going to build this 20-inch line? 

Mr. Prrersen. If you would like to see it, I will take you there 
Monday morning and show you g getting under w w ay on the line. 

Mr. Suorr. If you say you are going to build it, I believe you will 
build it. 

Mr. Perersen. Thank you. 

Mr. Rivers. Are you going to increase your refining capacity in 
the El Paso area? 

Mr. Perersen. Yes, but not at the present time to that amount. 

Mr. Rivers. Is there any disposition on your part to deliver addi- 
tional products into the Arizona area ? 

Mr, Perersen. Yes. We have a very definite interest in delivering 
larger quantities of petroleum products into Arizona. 

Mr. Rivers. If the military were to come to you and say, “We think 
it would be wise to construct a refinery behind the mountains in Ari- 
zona, 400 miles from the coast,” would you take that under serious 
consideration ? 

Mr. Perersen. It would be much more economical to increase our 
refinery capacity at El] Paso and use the product pipeline into Arizona, 

Mr. Rivers. Yes. 

Mr. Prrersen. Now, when that pipeline is finished, and this gen- 
tlemen evidenced an interest in price, we will reduce—we have already 
made a public statement in Phoenix—price of gasoline and diesel 
oil, 114 cents a gallon. The price difference between Los Angeles 
and Phoenix is 3.1 cents a gallon now on gasoline. So we will just 
cut that in two. But it will be more economical for the people of 
Arizona, and for ourselves, for us to enlarge that refinery at E] Paso 
and serve that area just as effectively. 

Mr. Rivers. Yes. Because you will have the terminus of your 
crude oil and your present pumping facilities over your products 
line? 

Mr. Perersen. That is right. 

Mr. Rivers. Will it necessitate additional products transportation ? 

Mr. Perersen. The line? 
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Mr. Rivers. Yes. 

Mr. Perersen. I am sure the Southern Pacific will keep pace there 
with that very easily, because all they have to do is put another pump- 
ing station or do a little looping and they have that capacity added. 

Mr. Rivers. I see. So, therefore, this has a direct bearing on the 
definite economy of Arizona, plus the military potential; is that your 
statement ¢ 

Mr.Peresen. Well, this product pipeline plus the added refining 
rapacity at El Paso. 

Mr. Rivers. I am talking about that. 

Mr. Perersen. Has a tremendous effect on that area. 

Mr. Rivers. An additional refining capacity is definitely under 
consideration and prospect ? 

Mr. Prrersen. Yes; by not the substantial amounts that would 
take that up to 125,000 barrels, Congressman Rivers. I don’t want 
to mislead you on that. We are increasing that capacity now about 
10,000 barrels a day and that is sufficient to take care of the area. 

Mr. Rivers. If some other outfit were to build a large refinery in 
the El Paso area, could they be assured of crude oil from your line? 

Mr. Perersen. The line is a common carrier and it would be assured 
of the capacity in that line. Texas and another small refinery are 
using the line now. 

Mr. Rivers. That is a common carrier ? 

Mr. Perersen. Yes, sir. 

Mr. Rivers. I am glad to hear you say that. 

Mr. Perersen. Your point about if the military came to us and 
asked us for additional quantities: They have done that in Hawaii. 
We are now starting to build a refinery in the Hawaiian Islands. 

Mr. Rivers. Yes, sir. 

Mr. Perersen. We have gone to the military and despite the im- 
plication that we are not trying to be a very good citizen, I assure 
you we are. . 

Mr. Rivers. Well, we are not so bad ourselves. And I will tell you 
this [laughter], we have had a lot of dealings with your people. That 
is why we feel a little bit offended that of all the committees in the 
Congress who have had such fine relations with you, you would fail to 
take our chief counsel in your confidence in your discussion. You 
‘an trust us with anything, including your bank account. [ Laughter. ] 

Mr. Perrersen. I would rather give you my bank account than to 
hear you say you don’t think we have been very nice to you. We 
intend to. 

Mr. Rivers. We got you here so we could tell it to your face and you 
wouldn’t have to read it in the newspapers. [ Laughter. ] 

Mr. Hépserr. Any other questions? 

(No response. ) 

Mr. Perersen. I appreciate seeing you and thank you for your 
kindness. 

Mr. Heéperr. All right. 

Now, members of the committee, this will close the hearings in Los 
Angeles. The committee will return to Washington and we will have 
continued hearings there. And we intend to hear from Admiral Rad- 
ford, the Chairman of the Joint Chiefs of Staff, and any other inter- 
ested individuals or companies before the recess of the Congress, so 
we can close out the record and make our recommendations. 
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In closing, I want to thank the city of Los Angeles for its courtesy 
here. Of course, our old colleague, Norris Poulson, is mayor here and 
is doing a magnificent job. And I want to thank all interested parties 
for the fine arrangements they made in the presentation of their case. 
We do not condemn nor blame anybody for presenting their side, but 
we do commend them for the manner in which they conducted the case 
and presented their side. It is up to us to make a decision, which we 
will do after we have all the facts in. 

Mr. Courtney. Mr. Chairman, there will be a great many people— 
the press and otherwise—interested in the time of the forthcoming 
hearing. I have, in consultation with the chairman and considering 
the obligations of the members, and commitments to other sources and 
other duties, the committee will resume its deliberations on this sub- 
ject during the week of July 25, and it is not possible at this time, 
because of legislative commitments, to state whether it will be pre- 
cisely on the 25th, but it undoubtedly will be either the 25th or 26th 
of July as we can now forecast it. 

Mr. Hépertr. The committee stands in recess subject to call of the 
Chair. 

(Whereupon, at 3:40 p. m., the committee adjourned, subject to 
call of the Chair.) 
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PRODUCTS FOR THE WEST COAST OF THE UNITED 
STATES FOR MILITARY AND OTHER REQUIREMENTS 


TUESDAY, JULY 26, 1955 


Houser oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., with Hon. F. Edward Hébert, 
chairman, presiding, and the following members present: Messrs. 
Fisher, Hess, Rivers, Gavin, Miller, Bates, and Short. 

Mr. H&ésertr. The committee will come to order. 

Mr. Courtney. 

Mr. Courtney. Mr. Chairman, at the conclusion of our meeting 
in Los Angeles, the Western Gas & Oil Association and the numerous 
witnesses who were there had an opportunity of reviewing their testi- 
mony. ‘There have been certain corrections made of typographical 
and other errors which are inherent in the process of this kind. And 
since that time there have been some data assembled by Mr. Kirk on 
behalf of the Western Gas & Oil Association, which appear to be 
pertinent and informative to the issues before the subcommittee. 

Mr. Kirk is here this morning, and I would ask, Mr. Chairman, that 
he refer to the data which he has and to the corrections in the record 
which he desires to make. 

So if you will proceed in your own way, Mr. Kirk. Your name—— 


STATEMENT OF WILLIAM F. KIRK, MANAGER OF THE ECONOMICS 
DEPARTMENT, GENERAL PETROLEUM CORP., REPRESENTING 
WESTERN OIL & GAS ASSOCIATION 


Mr. Kirk. My name is William F. Kirk, manager of the economics 
department, General Petroleum Corp., and here representing the West- 
ern Oil & Gas Association. 

We have about four items here that we thought pertinent and would 
be of interest to the committee. It is factual information, to settle 
some quesions that may have been raised in the minds of the committee 
at the time of the hearings. 

The first one is a report by the Bureau of Mines, which is the latest 
official information on the refinery capacity in district V as of Jan- 
uary 1, 1954. It shows in barrels per day the capacity, the amount 
of operating, and the amount shut down. 

Mr. Courtney. Would you like to introduce that as a part of your 
statement ? 
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Mr. Kirk. Well, I just thought we could put it in for the record as 
an exhibit. 

Mr. Courtney. Now, the contents of that document are taken from 
official sources? This is an official document ? 

Mr. Kirk. Yes, sir. 

Mr. Courrnry. Mr. Chairman, I think that should be made a part 
of the record. 

Mr. Héserr. Without objection, that will be made a part of the 
record. 

(The information fellows:) 


REFINERIES, CRACKING PLANTS, NATURAL GASOLINE PLANTS, AND CYCLE PLANTS IN 
District 5, JANUARY 1, 1954 


Edward T. Knudsen, petroleum statistics, 680 Sansome Street, room 1502, San 
Francisco, Calif, 


Harold J. Barton, Petroleum and Natural Gas Economics Coordinator, 
Washington, D. C. 


CRUDE THROUGHPUT CAPACITY 


According to data submitted to the San Francisco office of the United States 
Bureau of Mines (Petroleum Statistics) no new refineries were constructed in 
district 5 during 1953. Three refineries, the General Petroleum Corp. plant in 
Vernon, the Phillips Petroleum Co. plant in Spokane, Wash., and the Westoil 
Terminals Co. plant in Wilmington were deleted, reducing the number of refin- 
eries in district 5 from 54 to 51 (including the Calstate Refining Co. plant in 
Long Beach which has only cracking facilities) , 

Increases in the capacities of several refineries more than compensated the 
deletion of these three refineries and the retirement of units at other refineries, 
resulting in a net increase in district 5 crude throughput capacity of 16,600 
barrels daily. The capacity of units in operation as of January 1, 1954, was 
1,198,220 barrels daily and the capacity of shutdown units was 44,680 barrels 
daily. 

The General Petroleum Corp. reported construction of a new refinery in Fern- 
dale, Wash., scheduled to be on stream in December 1954. The Shell Oil Co. 
reported a plant in Anacortes, Wash., anticipated to be in operation the last 
half of 1955, the Richfield Oil Corp. reported expansion of their Watson refinery 
and the General Petroleum Corp., Standard Oil Co. of California, Calstate 
Refining Co., and the Caminol Co. were constructing additional cracking facilities. 
This new construction will add 100,000 barrels daily to crude throughput capacity 
and 58,400 barrels daily to cracked gasoline output capacity in district 5. 


CRACKED GASOLINE OUTPUT CAPACITY 


District 5 cracking-plant capacity changed little in 1953, the capacity of 234,535 
barrels daily (cracked gasoline output) as of January 1, 1954, exceeding the 
year-earlier capacity only 1,650 barrels daily. These cracking plants were all 
reported to be in operation, except one small (400 barrels daily) thermal-crack- 
ing unit. Substantial increases are anticipated during 1954 as explained in 
the preceding paragraph. 


NATURAL GASOLINE AND CYCLE PLANTS 


Seventy-four natural gasoline and cycle plants are listed in district 5 as of 
January 1, 1954, two less than a year previous. The fractionating plant of the 
General Petroleum Corp., although included in the list of plants, is no longer 
included in the district 5 totals, which now include only primary capacity. The 
other plant deleted is one of the plants of the Cowan Oil & Refining Co. at Rose- 
crans which was listed as shut down last year. 

The Texas Co. started operation of a new plant in Castaic in May 1954. 
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Petroleum refineries and cracking plants 











: (Barrels daily] 
4 ce Se ee ae — — S 
i Crude Cracked 
| throughput | gasoline out- 
i capacity | put capacity 
i Ge ae! > ee haisatene er e 1, 226, 300 | 232, 885 
DS CaORIET,; QUINN DR in een onnnin ae nesens dees sncseeneenao-=- 83, 000 | 3, 605 
ee 66, 400 | 1,955 
i eg na eC ls eas Anes Be eae 1, 242, 900 234, 535 
: Capacity in service, Jan. 1, 1954_..-- Sn ep een eee 5 ee, SRO 1, 198, 220 234, 135 
{ Capacity—idle, Jan. 1, 1954__- ; : : 44,6 0 400 
; Capacity under construction to be completed during 1954__--- 100, 000 58, 400 
: OE ES ee ee ee ee = hee EE Re Oe 

(6) Additional capacity......--............... eee 100, 000 58, 400 


Natural gasoline and cycle plants 


| 


| Liquefied gases 











Natural aw ae sl as 
Number gasoline 
of plants and cycle Normal Butane- 
condensate | Propane betes propane Isobutane 
’ mixture 
Operating-.---- } 73 75, 460 20, 953 6, 264 5, 932 3, 261 
= Shut down.--- 1 476 
Se ce . 74 75, 936 20, 953 | 6, 264 5, 932 3, 261 
/ | 
a 
: __ ee: Se eee See SS 
; 
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922 SOURCES 


Company 





American Bitumuls & scenes Co 
Aromalene, Inc 
Bankline Ca eeeesenener ae 
Calstate Refining Co 
The Caminol Co 
SR eee eer 
Douglas Oil Co. of C alifornia____...-----_- 
Edgington Oil Refineries, Inc.___..-------- 
Edgington-Oxnard Asphalt eet eas : 
Envoy Petroleum Co 
Eureka Refining Corp 
oe. Lo. 3a ee 
General Petroleum Corp 


Golden Bear Oil Co 
eee 1 “eee 
SS. AS ei 
MeMillan Petroleum Corp--.- 
McCallen Refining Co., Ltd- 
Mohawk Petroleum Corp 
eS fo ere ee 
Olympic Refining Co..................-.-- 
Oxnard Oil & Refining Co 
Be 
Palomar Oil & Refining Corp 
Richfield Otl Corp. 
Rothschild Oil Co 
Seaside Oil Co_- 
Shell Oil Co. 


Socal Oil & Re fining Co- 

Standard Oil Company of California -- 
Sunland Refining Corp-.- 
Sunray Oil Corp-_. 


Sunset Oil Co. 
Superior Asphalt Co. 
The Texas Co- 

Tide Water Associated Oil Co- 
Triangle Oil & Refining Co_.__-- 
Union Oil Comnany of C alifornia 
Western Asphalt & Refining Co. 
Wilshire Oil Co., Inc 


OF SUPPLY OF OIL 


Refinery and cracking plant operators 


200 Bush St., San Francisco 4 
1840 East 29th St., fo il Hill, Long Beach 
437 South Hill St., 
2930 Cherry Ave., Long Beach 7-_- 
525 West 3d St., Hanford 
1841 East 29th St., Long Beac Bet 
8622 East Compton Blvd., Par: umount 
2400 East Artesia Blvd., Long Beach 
117 Deodar, [ae ‘ 
1601 East Spring St., Long Beach 6 
3328 Elm Ave., Long Beach 7__. aera 
247: 21 South Main, box 548, Wilmington ___- | 
Office Box 2122, 
Angeles 54. 
| 325 West 8th St., Los Angeles 14. ____.__..-_--- | 
2828 eee Ave., post office box 810, Long | 
ch }. | 
2542 South St., Long Beach } 
530 West 6th St. Los Angeles 14 ; 
Post office box 550, Huntington Beach_ 
Post office box 1476, Bakersfield 
Post office box 638, Newhall. _-- 
2525 California Ave., Long Beach 7 | 
Post office box 1428, Oxnard - 
475 Brannan St., 
Post office box 1736, Bakersfield ees 
55 South Flower St., Los Angeles 17__._._-------- | 
12354 East Lakeland Rd., Sante Fe Springs. ----- | 
330 State St., Santa Bs arbara 
100 Bush St., 
New York 20, N. 
Box 430, Huntington Beach__ 
225 Bush St., San Francisco 20 . LS 
Post office box 1512, Fresno 16 = 
Petroleum Securities Bldg., 714 West Olympic 
., Los Angeles 15. 
3450 Wilshire Blvd 
Route 2, box 139, Oxns ee 
929 South Broad w ay, Los Ange les 15_- 
79 New Montgomery St., 
Post office box 563 Washington St., Venice. 
617 West 7th St., Los Angeles 17__- 
| Post office box 225, Santa Maria_- 
Statler Center, 900 Wilshire Blvd., Los 
| Angeles 17. 





AND OTHER PETROLEUM PRODUCTS 


of adeacaus 


| 
Address 5 Number 
| 


Los Angeles 13_- 


Terminal Annex, Los 
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San Francisco 


De ee ee te et et et ee 
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Vatural gasoline, liquefied petroleum gas, and cycle condensate 


manufacturers 


Number 
of plants 


Company Address 


Bankline Oil Co 


437 South Hill St., Los Angeles 13 2 
Belridge Oil Co 815 Edison Bldg., 601 West 5th St., Los Angeles 17 1 
Brea Canon Oil Co-- 832 Standard Oil Bldg., Los Angeles 15 __- 1 
Coline Gasoline Corp___- 4549 Produce Plaza, West Los Angeles 58 1 
Cowan Oil & Refining Co- 534 Bartlett Bldg., Los Angeles 14 1 
Fullerton Oil Co___. 380 East Green St., Pasadena 1 1 
General Petroleum Corp.._-.---- Post Office Box 2122, Terminal Annex, Los Angeles | 5 
54. 
Honolulu Oil Corp. 215 Market St., San Francisco 5 2 
Inglewood Gasoline Co-_- | 424 South Beverly Dr., Beverly Hills 14 1 
Lomita Gasoline Co. BR 2901 Orange Ave., Post Office Box 851, Long Beach 2 
Los Nietos Co., operator - 617 West 7th St., Los Angeles 17__-- 1 
. 8. Magruder, operator, Western- | 612 South Flower St., Los Angeles m 2 
Huff™an gasoline plants. 
Ce oe sac eaiinces 437 South Hill St., Los Angeles 13 a 1 
Rice Ranch Oi] Co___...-----_-- He aa Oets _.| Post Office Box 31, Santa Maria { 1 
Richfield Oil Corp. ......................-| 555 South Flower St., Los Angeles 17 bctoas 3 
4. Ne ee ae | 1008 West 6th St., Los Angeles 17- - --- 7 
Signal Oil & Gas Co________- ....----.-| 811 West 7th St., Los Angeles 17. -.---- ; : 3 
Standard Oil Company of California. ____- | 255 Bush St., San Francisco 20 ad bare 16 
Sunray Gly Cte... 5.2 doce ces suas | 714 West Olympic Blvd., Los Angeles 15 —— 1 
Phe Buneteer (ie ©6.... <i oo sen. ckne noes. | 601 West 5th St., Los Angeles 17 ies : 1 
The Texas Co... wees cee __._.| 928 South Broadway, Los Angeles 15 : 3 
lide Water Associated Oil Co ___.._.___-- | 79 New Montgomery St., San Francisco 2 | 1 
Union Oil Company of California. - | 617 West 7th St., Los Angeles 17 : 12 
U. S. Naval Reserve, unit operation (Roy Se ee eee TR SSESAS ea SS 1 
(Standard Oil Company of California, | 
operator). | } 
West Coast Refining Co__.._...........-..| 909 National Oil Bldg., 609 South Grand_-------- 1 
Western Gulf Oil Co_______- ..---------| 1200 Statler Center, 900 Wilshire Blvd = 1 
Wilmington Gasoline Co. ...........-_-- | 1100 Statler Center, 900 Wilshire Blvd., Los 1 


| Angeles 17. 


Mr. Kirk. The second one is also taken from the Bureau of Mines. 
However, this is a tabulation taken from the monthly Bureau of Mines 
report, which are issued each month in district V. It shows here by 
months, expressed in barrels per day, the quantity of crude oil and 
products received on the west coast from sources outside of the west 
coast, by ail means of transportation—that is, by truck, trailer, by 
tank car, and also by vessel. It is a tabulation taken from the Bureau 
of Mines records, for the years 1942 through 1945. 

Mr. Héserr. Well, what has that to do with today ? 

Mr. Courtney. What pertinence would that have to today? 

Mr. Kirk. Well, there have been several figures as to the receipts 
of products and crude on the west coast during the Second World 
War, various figures of 150,000 barrels a day and {60,000 barrels a 
day, and this shows the actual records as published by the Bureau of 
Mines, a Government agency. So we thought it would be pertinent 
and useful to the committee. 

Mr. Hésertr. Without objection, it will be made a part of the record. 
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(The information follows:) 


PACIFIC COAST PETROLEUM INDUSTRY 
Receipts of crude petroleum and petroleum products into Pacific coast territory 
from other areas, years 1942-45 
[Barrels daily] 


) 


Crude pe- | Petroleum Total ane meni onniths | Crude pe- | Petroleum 





Year and month | troleum | products troleum products “a Total 
| | J 
1942 1944 | 
January -_--- | 2, 766 5, 034 7,801 || January : oe 4,818 | 18,580 | 23,398 
February -- 3, 336 5.785 | 9,120 February 3, 878 19, 346 23, 224 
March a 4, 288 6,323 | 10,611 March 4, 550 | 17, 033 21, 583 
April ERE oS 3, 277 | 6, 300 9, 577 ae 5, 000 22,200 | 27,200 
May... ; 2, 998 5,997 | 8,995 || May__. 3, 922 22° 838 | 26, 760 
June 2, 696 5, 835 8, 531 || June___..-- | 4, 223 34,766 | 38, 989 
July 3, 566 4, 647 8, 213 || July 4, 290 18,970 | 23, 260 
August. ad 4,745 5, 065 | 9, 810 August = cel 4, 428 33,160 | 37, 588 
September-.---- 3, 832 5, 733 9, 565 || September-_- | 4,710 20,500 | 25, 210 
October 3, 945 | 5,386 | 9,331 || October eed 4, 262 22,520 | 26, 782 
November 3, 902 | 6,565 | 10,467 || November-_-- 4, 870 27,199 | 32,069 
December : 3, 570 | 8,386 | 11,956 || December : 4, 508 29,483 | 33, 991 
Annual average. - 3, 581 5, 921 9,502 || Annual average __ 4, 456 23,882 | 28, 338 
| | 
1943 1945 
January. ......- 3, 150 6, 356 9, 506 || January s 8, 005 28, 481 36, 486 
February _. 3, 761 | 9, 213 12, 974 February -- 15, 639 28, 145 43, 784 
March 4,218 | 10,321 | 14,539 || March_- : 18, 366 24,677 | 43,043 
April 5, 360 7,199 | 12,559 || April. __. 20, 900 27,434 | 48, 334 
May 5, 137 7, 935 13, 072 May... 26, 620 32, 549 59, 169 
June 4,893 8, 433 13, 326 June__ 33, 703 31, 133 64, 836 
July 4, 730 | 9, 481 14,211 |} July... | 34, 895 28, 484 63, 379 
August 4, 554 | 11, 162 15, 716 August. __- : 39. 348 23, 320 62, 379 
September 5,277 11, 401 16, 678 September __- | 5, 231 | 14, 865 20, 096 
LO eae 5, 162 | 21, 162 26, 324 October —_- 3, 222 11, 225 14, 447 
November. 5, 041 13, 167 18, 208 November. --_--- 3, 170 9, 533 12, 703 
December d 4, 879 | 16,581 | 21,460 || December | 3, 396 11,130 | 14, 526 
Annual average 4, 682 11, 060 15, 742 Annual average_- 17,745 22, 556 40, 301 


Source: U. S. Bureau of Mines Statement Form 1-B. 
Title: The Petroleum Situation in the Pacific Coast Territory (California, Oregon, Washington, Arizona, 
and Nevada). 

Mr. Kirk. I now have three articles here that pertain to crude oil 
producability and reserves in Canada. We thought, in reading over 
the record or transcript, that we could probably be of some service 
by getting more information into the record as to the potential crude 
oil production in Canada and the reserves, as are estimated by various 
people. 

The first one I have is a statement here by Mr. I. N. McKinnon, 
Chairman of the Petroleum and Natural Gas Conservation Board, the 
Province of Alberta, in which he gives a history of production ‘and 
producability from 1947 through 1954, and an estimate up to 1960. 

Mr. Héserr. Any member of the committee desire any questions on 
that subject, as it is current? 

Mr. Short, do you desire to ask any questions on the Canadian situ- 
ation ¢ 
Mr. Suorr. What are the estimated reserves? 

Mr. Kirk. Proven recoverable reserves- 
Mr. Suorr. Is this all Canada? 

Mr. Kirk. This is Alberta. 

Mr. Snort. Just Alberta? 

Mr. Kirk. Yes, sir. 

Mr. Suorr. Province of Alberta? 
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Mr. Kirk. Yes, sir. That eliminates Saskatchewan and Mani- 
toba. 

Mr. Suorr. Yes. 

Mr. Kirk. This is the principal one, however. 

Mr. Suorr. Yes. 

Mr. Kirk. It shows the reserves as of 1955, of 2.5 billion barrels. 
Potential production of 492,000 barrels per day. And actual esti- 
mated 300,000 barrels a day. 

Mr. Suorr. That is actual production ? 

Mr. Kirk. Yes, sir. 

Mr. Suorr. Today ? 

Mr. Kirk. It is still estimated for 1955, however. 

Mr. Snort. 300,000 barrels? 

Mr. Kirk. 300,000 barrels a day. He shows—— 

Mr. Suorr. Is all of that going to the west coast ? 

Mr. Kirk. Oh, no. 

Mr. Snort. Where does it go? How much goes to Vancouver and 
how much to Ferndale? 

Mr. Kirk. Well, approximately 27,000 barrels a day is now going 
to Ferndale and approximately 55,000 to British Columbia-Vancouver 
area. The rest of it is used locally and goes east. 

Mr. Suorr. Do they have a pipeline east ? 

Mr. Kirk. Yes, sir. 

Mr. Suort. How large is it? It goes to the region of Ontario; 
does it not? 

Mr. Kirk. Yes; it goes as far as Sarnia. 

Mr. Snort. Sarnia. 

Mr. Kirk. Yes, sir. 

Mr. Snort. Which is in that area. 

Mr. Kirk. Yes, sir. I don’t know but that pipeline capacity—I 
suppose it is about a 22- or 24-inch. 

Mr. Storr. Yes. 

Mr. Krrx. He also shows that under good engineering practice, 
that crude oil productibility by 1960 will approach one million bar- 
rels a day in Alberta. 

Mr. Courtnry. He—what did you say this gentleman’s name was? 

Mr. Kirk. This is I. N. McKinnon, and he is chairman of the Pe- 
troleum and Natural Gas Conservation Board, Province of Alberta. 

Mr. Courtney.. Now that is a government body, I take it? 

Mr. Kirk. Yes, sir. 

Mr. Courtney. Mr. Chairman, for what pertinence it may have, 
may that be made a part of the record ? 

Mr. Hépert. Without objection. 

(The document is as follows:) 





CALGARY, ALBERTA, July 22, 1955. 

Mr. CHARLES S. JONES, 
President, Western Oil & Gas Association, 

Los Angeles, Calif. 


Dear Mr. JONES: In response to your telegram dated July 22, 1955, attached 
hereto is a statement outlining the board’s views with respect to the present 
Situation and future prospects for crude oil production in Alberta. The board 
is not in a position to comment on the present and future prospects for crude-oil 
production in the other oil-producing provinces in western Canada; namely, 
Saskatchewan and Manitoba. 
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I might state that the board is of the opinion that there will be no difficulty 
in meeting a substantial demand for Alberta crude oil from the Pacific North- 
west United States, one of our present market outlets. 

Yours very truly, 
I. N. McKInnon, Chairman. 


PROVINCE OF ALBERTA 
RESERVES—POTENTIAL AND ACTUAL PRODUCTION OF CRUDE OIL? 


Today Alberta is capable of producing, under good engineering practice, 
approximately 500,000 barrels of crude oil per day. The proven recoverable 
reserves of the Province are of the order of 2.4 billion barrels. Actual produc- 
tion during 1955 is expected to average 300,000 barrels per day. The attached 
tabulation shows the proven recoverable reserves and the potential and actual 
production by years for the period 1947-55 inclusive. The figures for 1955 are 
estimated on the basis of data to June 30, 1955. 

The board is confident that further substantial reserves of crude oil remain 
to be discovered. This belief is based not only on recent discoveries of major 
oil accumulations in the extensive Cardium and Mississippian formations, but also 


on the known occurrences of Upper Devonian reefs within a large area of western ' 


Alberta which is so far virtually unexplored. 

Assuming the existence of sufficient market outlets to provide an incentive for 
the necessary exploration and development, the board estimates that potential 
production (under good engineering practice) will approach 1 million barrels 
daily by 1960. 

PROVINCE OF ALBERTA 


Reserves—Potential and actual production of crude oil 








| | | | | 
' a Production (thousands | Ree over.| Production (thousands 
—— ae of barrels per day, "ahie tomrte | of barrels per day, 
Year (millions of average) Year (millions of | average) 
ee barrels, year |———— 
end) | Potential | Actual | end | Potential ' Actual? 
| bo oe I— eo 

a 0.2 17 | 7 |} 1952._.. | 1.6 | 264 161 
 —_———s | 29 29 || 1953 . 1.9 | 316 210 
1949____ 9 79 | 54 || 1954.___-- 2.2 342 | 240 
1950... 1.1 146 7 1955....-- $2.5 492 | 3300 

1951_... 1.3 203 126 ] | 

i { 














1 Under good engineering practices as reflected by board set MPR’s. Figure for 1955 is as of June 30. 
2 Under proration to market demand from 1950 on. 
3 Estimated. 


Source: The Petroleum and Natural Gas Conservation Board, Calgary, Alberta, Canada. 


Mr. Courtney. You have something else now, Mr. Kirk? 
Mr. Kirk. Yes, sir; I have two other items. I have a copy of an 
address here by 
Mr. Suort. Just before you leave that, counsel. 
Mr. Courtney. Yes. 
Mr. Suort. These oil wells in Canada are financed by American cap- 
ital as well as local Canadian capital. 
Mr. Kirk. I am sure that is true, that some of them are. There are 
American companies operating in Canada as well as Canadian com- 
anies. 
. Mr. SHort. American companies? 
Mr. Kirk. Yes, sir. 
Mr. SuHort. Do you know which ones? 








oo Petroleum and Natural Gas Conservation Board, Calgary, Alberta, Canada, July 22, 
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Mr. Kirk. I could not name them for you. I think there are many 
of them. 

Mr. Suorr. Many of them? 

Mr. Kirk. Yes, sir. 

Mr. Courtney. Will you proceed? You have something else that 
you say bears on this question ¢ 

Mr. Kirk. Yes. This is an address by Mr. W. O. Traits, vice presi- 
dent and director, Imperial Oil, Ltd. It is a talk he made to the 
American Institute of Mining and Metallurgical Engineers in Chicago, 
on February 15, 1955. 

The subject is: “Canadian Oil at the Eighth Milestone.” 

It is a review of Canadian history of oil from 1947 through 1955. 

Mr. Courtney. Imperial Oil is one of the larger oil companies in 
Canada, is it not? 

Mr. Kirk. Yes, sir. 

Mr. Courtney. Does it operate in the Alberta and Saskatchewan 
tields? 

Mr. Kirk. Yes, sir; to the best of my knowledge. 

Mr. Courtney. Is it a producing or a distributing company ? 

Mr. Kirk. As far as I know, they do both. 

I also, incidentally, have a telegram here, from the Aime, releasing 
this— 

Mr. Courtney. This, Mr. Chairman, was a copyright reserved docu- 
ment, and when it was first presented I suggested to Mr. Kirk that he 
obtain the release for the use of such parts of the text as relate to this 
subject under present inquiry. And you have that telegram ¢ 

Mr. Kirk. Yes, sir. 

Mr. Courtney. Mr. Chairman, may that be made part of the record ? 

Mr. Hévertr. Without objection, both the text and the telegram will 
be included. 

(The documents are as follows:) 





W. F. KIRx, 
Statler Hotel, Washington, D. C.: 

AIME authorizes you to include Paper 471-G, Canadian Oil at the Eighth Mile- 
stone, by W. O. Twaits, Imperial Oil Co., as part of the record for the House of 
Representatives Committee on Armed Services Subcommittee for Special Inves- 
tigations Relative to West Coast Pipeline Matter. 

JOE B. ALFoRT, 
Exccutive Secretary, Petroleum Branch, AIME. 


AN ADDRESS BY W. O. TWAITS, VICE PRESIDENT AND DIRECTOR, IMPERIAL OIL, L‘1D. 


I should like to say at the beginning that the opportunity to address you is 
welcome on two counts: First, because of the honor inherent in an opportunity 
to speak to such a top-ranking professional group “s represented in the AIMME; 
second, because this honor coincides with the eighth anniversary of a discovery 
which to Canadian oilmen ranks with that made by Columbus. 

The finding of crude oil at Leduc, Alberta, 8 years ago February 13, had some 
other similarities with the experiences of Christopher Columbus. As with the 
discovery of America, the significance of finding oil in Canada was not imme- 
diately recognized. Today, at the comparatively advanced age of 8, and with an 
unprecedented rate of growth, there are few who are not aware of the size or 
importance of the Canadian development. 

It seems appropriate at this time to examine some of the factors influencing 
the economic behavior of this new supply source—not in detail but rather in 
terms of future growth. 

The stature of present Canadian oil can be measured with considerable ease 
and a minimum of statistics. Eight years of progress has brought the industry 
to the point where it supplies the needs of virtually all of Canada west of Toronto 
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on Lake Ontario, in marked contrast with the 1947 situation in which an area 
near the Arctic Circle and another around Calgary were the only sections sup- 
plied with local crude. 

This widening of the area supplied reflects the growth of total reserves from 
72 million barrels to some two and three quarter billion and of daily average 
production from a declining position at 20,000 to a position with excess MER at 
260,000 barrels. Potential production has risen to around 420,000 barrels. There 
are a great many other measurements of progress which we could enumerate but 
the one which is perhaps most striking from a Canadian viewpoint is that current 
production with a 1954 gross value of $245 million effects a foreign exchange 
saving of considerably more than that amount. This saving of foreign currency 
is in United States dollars, and is augmented by the inflow of additional cash 
for investment in oil development by companies and individuals. 

This aspect is the more noteworthy because 1947 was a year of crisis for 
Canadian currency. Drastic controls were introduced in that year to prevent 
the Canadian dollar from going to an excessive discount. Today, after 8 years 
of oil development, our chief exchange problem is to prevent the Canadian dollar 
from going to an excessive premium. 

In fact, the exchange premium is currently costing Canadian producers some 
10 cents per barrel in wellhead price which is the amount by which competitive 
imports are reduced in price by the exchange differential. 

While it would be wrong to credit oil with being more than one factor among 
many in changing Canada’s exchange rate, it is certain that the oil development 
has contributed heavily to a northward shift which has taken place in the 
continent’s economic center of gravity. Canadian oil, together with other re 
source development, has helped to change continental relationships. 

The continental aspect soon strikes any serious student of the development, 
whether from a geological, financial, industrial, economic or strategic stand- 
point. From all points of view, Canadian oil has continental implications and 
involvements. 

Geologically, the western Canada basin is a part of the central sedimentary area 
running from the Gulf of Mexico to the Arctic Ocean. For the most part, the 
Canadian development has naturally involved similar operating techniques to 
those used in the midcontinent, Rocky Mountains and Permian basin areas. The 
Canadian climate and terrain in some parts of the basin introduce complicating 
factors not usually experienced in the United States. 

In northern areas remote from settlement, the requirements of camps and 
special equipment have to be geared to extremes of temperature and occasionally 
to long periods of isolation. By and large, any additional costs involved are a 
function only of terrain and remoteness, rather than international boundaries. 

From a financial standpoint the continental aspect is also pronounced. The 
Canadian development has been financed in basically similar fashion to that in 
the United States, that is, with risk capital furnished by earnings plowed back 
by the oil industry, with risk money from the investing public and mortgage money 
from lending institutions. 

In this connection, the role that new United States capital has played in the 
Canadian development is important and yet sometimes exaggerated. While it is 
not possible to state with any degree of accuracy the extent to which the 
Canadian oil industry has been financed by funds from the United States, in terms 
of book value United States investment now represents some 50-60 percent of 
the total investment. 

It is worth noting that all types of operations have been represented in this 
maovement of capital from the major oil companies to the lease brokers. This 
percentage, of course, is substantial—with cumulative expenditures to date 
amounting to $2,600,000,000. But more surprising is that Canadian capital 
should have contributed as much as it has to the development when the small 
extent of crude oil resources prior to 1947 is taken into account. 

Perhaps the most significant difference between the United States and Canadian 
scenes from an operational standpoint is the ownership by the provincial gov- 
ernments, of from 50 to, in some areas, 100 percent of mineral rights. This 
means that the mineral owner’s revenues which go to enrich the landowner in 
United States oil-producing areas, largely go to enrich the provincial govern- 
ments in Canada. 

In ancillary industry, such as petrochemicals, etc., the Canadian develop- 
ment has been closely similar to the continental pattern, but since it has taken 
place in the heart of the continent, in an area with comparatively little previous 
industrial development, the impact has been very apparent. 
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The rate and character of oil development since Leduc has been influenced 
by a combination of factors worth noting. Discovery of two major pools at 
Leduc and Redwater within a year, in an area dependent on high-cost imported 
supplies, led to rapid expansion of local refinery capacity and early justification 
for a major pipeline outlet. 

At the same time, lease obligations on Government lands were generally 
designed to promote rapid evaluation in the exploration stage and rapid develop- 
ment after discovery. 

In all western provinces, regulations on Government land involve work 
obligations and graduated rentals during the exploration phase; after discovery, 
leasing on a checkerboard pattern leaves proven acreage for sale by closed 
tender bidding to the Government. 

This has and continues to be an important economic factor since the Govern- 
ment holds mineral titles on 50 percent to 100 percent of acreage in western 
Canada. In this atmusphere, pressures and problems that have taken many 
years to evolve in other areas were quickly generated. The Canadian industry 
has had to condense a great deal of experience into a few short years, and it 
was inevitable that it should borrow from the accumulated oil history of the 
United States. . 

Conservation legislation and regulatory practices have been established with 
the full background of legal and operating experience of the Mid-Continent and 
Vexas. Prorationing to market demand was set up in Alberta early in the 
conservation program. 

Provincial administration has been of a very high order with full recognition 
viven to the identity of interest between producer and mineral owner. At the 
sume time a strong industry association has grown up to handle the manifold 
problems of industry and public relations which were all the more acute because 
of rapid development. 

One of the advantages that we have gained from experience abroad is that 
we are able at this early stage to better evaluate crude reserves and ultimate 
potentialities of the Canadian region. Reserves of light crude, currently esti- 
mated at as high as 2°4 billion barrels rose by 370 million barrels in 1954, which 
may in time with revisions and extensions approach 600 million barrels. This 
is six times the year’s crude production. 

On the basis of exploration experience to date in United States sections of the 
continental basin, the prospective area of Canada should develop from 20 to 25 
billion barrels of light crude over a normal producing generation. There are, 
of course, additional resources in the form of heavy crudes, oil shales and the 
famous tar sands of Athabaska—the latter alone being estimated at the equiva- 
lent of 100 to 3°0 billion barrels. 

We don't have to speculate on the tar sands to assess the importance of future 
Canadian oil prospects. The estimate for light oil of 20 to 25 billion barrels is 
sufficient to forecast a producing rate of several million barrels daily, and ¢ 
lasting development of petroleum energy on a large scale. Of course, this is ¢ 
long-term viewpoint in which time is a relative term. 

The current problem of Canadian oil is not connected with ultimate possibil- 
ities so much as with proximate realities. Today, western Canada has-a poten- 
tial at MER rates of about 420,000 barrels daily. Actual production for 1955 
will probably average about 330,000 barrels daily, with closed in production 
of some 100,000 barrels daily of 30 percent. The markets being supplied in 
1955 will, it is estimated, consist of the following areas and average year’s 
quantities. 
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Canadian crude has spread out to serve these markets in three successive 
phases. First came the prairie provinces, whose needs were satisfied by the 
middle of 1949 with the completion of refinery expansion programs. Then 
followed extension eastward to Ontario, by construction of the interprovincial 
pipeline which now extends some 1,700 miles from Edmonton to Sarnia. This 
system has an ultimate capacity of about 300,000 barrels per day. 

The movement into Sarnia brought Canadian oil into competition with the 
many and varied supplies extering the Great Lakes market. With major pipe- 
line systems from the gulf, midcontinent, and Rocky Mountain areas, plus 
offshore supplies moving west from Montreal and the Hudson River Canal, this 
area represents worldwide oil competition. The price of Canadian crude accord- 
ingly has reflected, and continues to reflect, all these forces. 

The latest market to be added, British Columbia and the Pacific coast, came 
with the completion of the Trans Mountain pipeline in 1953. 

No price reduction was required to establish this movement since limiting 
competition was set in the eastern market. At present, despite low ocean-tanker 
rates, Canadian crude is competitive in this area with all sources of supply. 

In these various advances, the economic development of Canadian crude has 
been molded by its peculiarly landlocked environment—a characteristic which has 
had an unusually marked influence on its past development and future prosvects. 

Reduced to somewhat oversimplified terms, the landlocked feature of Canadian 
crude means that it must compete at long range with offshore imported crudes. 
And where the orbits of most competitive crudes are conditioned by large ocean- 
tanker transportation costs, Canada’s crude must adapt itself economically to 
pipeline transport costs. In other words, Canadian crude must move at costs 
of roughly 3 cents per 100 barrel-miles in big-inch pipeline systems. 

Tanker-borne crude, traveling at perhaps 1 cent per 100 barrel-miles can be 
moved well over 5,000 miles for as much as it costs to move western Canadian 
ernde the 1,770 miles from Edmonton, Alberta, to Sarnia, Ontario. In effect, 
Canadian crude must absorb 4 cents per 100 barrel-miles moving toward tide- 
water competition. It is also apparent that the water-borne crude has the ad- 
vantage in flexibility of route as well as cost. 

The comparatively rigid and high-cost transportation connections through 
which Canada’s crude must operate imply two basic economic considerations for 
the industry. 

First, that Canadian crude prices will inevitably reflect a heavy transpora- 
tion penalty. 

Second, that any decision for marketing Canadian oil, due to the relative in- 
flexibility of the transportation system, will have very lasting effects. 

I should perhaps repeat a third consideration : 

Since the majority of mineral rights in western Canada are held in trust for 
the people, the governments of these provinces represent the mineral owners’ 
interest in gaining the best possible return for oil at the wellhead. This 
strengthens the natural objective of the producer. to gain the best possible price 
for his oil. Added to the comparative r‘gidity of an industry which must operate 
on interior continental lines, it lends further emphasis to the industry’s desire 
to avoid any unnecessary, though nonetheless permanent, transportation 
penalties. 

The relative wellhead prices of comparable American crudes—translated 
into United States currency—show this transportation disadvantage as follows: 
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The figures demonstrate the price situation as it stands today and why, facing 
a differential of 22 cents or more per barrel, Canadian oilmen must stop to con- 
sider before risking any further detraction from the long-term attractiveness 
of western Canada as an area in which to look for crude oil. Canadians some- 
times think of all mining and mineral production as being similar to gold with 
its fixed high price which makes it profitable to search for gold in almost any 
part of the world. With the increasing emphasis on crude mineral production, 
such as oil and iron, it is becoming realized that many minerals are only valu- 
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able if they can be brought cheaply to good markets, a state of affairs which 
can by no means be taken for granted. 

One deduction from these various considerations is that western Canadian 
crude can probably never economically supply the entire Canadian market. The 
shortest route of physical movement from Edmonton to Halifax would be over 
3,000 miles. From Edmonton to Montreal is about 2,300 miles. Perhaps the 
jongest overland supp y route traveled by crude in the United States is from 
west Texas to the Great Lakes—well under 1,500 miles. Without entering into 
other factors, it seems that the Canadian eastern seaboard market presents a 
most difficult transportation hurdle. On the other hand, the distance factor which 
limits eastward expansion is an advantage on the west coast where alternative 
supplies have a much longer haul. 

Vhis consideration, taken in conjunction with our growth forecasts which 
indicate a daily potential of more than 1 million barrels by 1960, poses as neat 
a set of problems as any 8-year-old ever had to solve. 

To begin with, no rational forecast of Canadian demand indicates more 
than 650 M b. d. by 1960 for the Nation as a whole, and of this 650 M b. d., 
only 400 M b. d. is in the parts of Canada now being supplied with western 
Canadian crude. If we add in the Puget Sound, already being supplied with 
Canadian crude, and allow for the probable growth in demand of these present 
marketing areas, the outlet for Canadian crude grows to 550 M b. d. by 1960, 
still not much more than half the potential, and there will still be some 400 
M b. d. or more looking for market. 

An obvious suggestion is that the pipeline should be extended to Montreal, 
which by 1960 should be consuming up to 200 M b. d. This has some super- 
ficial appeal, since the economies of larger-scale pipeline transport would help 
to offset the wellhead price reductions necessary to compete with offshore sup- 
plies. But the end result would commit western crude to compete at the end 
of a 75-cent haul, against the Gulf and Caribbean operating some 37 cents away 
from their home base. That is, Canadian crude would be committed, and com- 
nitted through the inflexible medium of a pipeline, to compete with these crudes 
at double the transport handicap. 

In a period of ample supply, reducing price is no assurance of capturing a 
market, but the big catch is the permanence of such price reduction and its ef- 
fect on future development. The realization of this aspect has led some peo- 
ple to suggest imposing a protective tariff on crude entering Canada. 

Now, most oilmen fiad tariffs, quotas, and other trade restrictions repugnant 
in principle, even though there seem to be exceptions which justify such prac- 
tices. Only a very serious situation could justify such a move, especially by 
a country which has so good a record in trading practices as Canada. 

Moreover, there are practical objections to such a tariff proposal. The first 
is that while a tariff might temporarily help to extend the market eastward, 
it wou!d have the effect of limiting the competitive position of the crude in other 
directions. In fact, a tariff in this case could only be construed as a form of 
transportation subsidy. 

A second objection is that gasoline is already one of the most heavily taxed 
commodities in Canada—far more so than in the United States—and any ad- 
ditional tax on this major source of energy would represent a handicap to the 
ability of Canadians to carry on their work economically and competitively. 

What then, is the answer to the problem of future outlets for Canadian crude? 
If “future” is defined as some time beyond the point of accurate prediction, 
then the answer is exceedingly simple—the problem will disappear. 

We have been talking about the problem of 1960, the stage at which Canada’s 
growing crude potential finds the bonds of land transportation most restricting. 
And we are approaching the problem of 1960 with the thinking of 1955, a year 
in which oil supplies are ample, and nationalistic as opposed to continental 
thinking tends to be tolerated. 

I suggest that a realistic look at the future must take into account a growth 
in continental oil requirements to a figure of 12 to 14 million barrels per day in 
the next 20 years. Now, no matter how pressing current problems of market 
outlet are, I think we can agree that the normal optimism of oil seekers will 
have plenty of latitude in this outlook. Our long-term problem really is to in- 
Sure the maximum rate of exploration effort and the maximum development of 
oil resources against this outlook. Within this framework, the forecasted Cana- 
dian production is not a problem but an essential. 

The timing of new resources and new needs is a function of many factors 
Which we can neither predict nor control. But we do have the historical record 
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of the oil business to show that the joint forces of supply and price cannot re- 
main out of equilibrium for any length of time. In this equilibrium, it is axio- 
matie that oil supplies should move to the nearest and best-priced market, 
representing the maximum incentive to the producer and the royalty owner. 
Any devices which endeavor to ignore this axiom must inevitably distort or 
retard sound development. 

Our appraisal indicates that in the short-run outlook, the solution to s1ccessive 
marketing problems will probably be piecemeal. Western Canada’s markets will 
grow city by city, and refinery by refinery, rather than by the tremendous leaps 
they have taken in the first 8 years. What we can look forward to is steady 
growth and consolidation. Possibly this is the best indication that at the 
eighth milestone Canadian oil is approaching maturity. 

Mr. Courtney. Mr. Kirk, I believe you have a correction in the 
record itself? 

Mr. Kirk. I have a third one, the last one. 

Mr. Courtney. Yes. 

Mr. Kirk. This is an article in the Oil and Gas Journal dated 
March 11, 1955. It is written by Mr. C. O. Willson, and the title is: 
“Canada’s Rising Oil Flow to the United States.” 

I also have a telegram here releasing this for use as part of the 
record. 

Mr. Courrney. That relates to the current situation ? 

Mr. Kirk. Yes, sir. 

Mr. Hénerr. Without objection, both the telegram and article will 
be made a part of the record. 

(The information follows :) 

JULY 25, 1955. 
WESTERN Ort & GAS ASSOCIATION, 
FRANK ROGERS AND W. F. KirK: 

Concerning article by C. O. Willson, pages 84-86, our July 11, 1955, edition, 
entitled Canada’s rising oil flow to the United States, this telegram constitutes 
our permission to enter it in hearing before House of Representatives, Commit- 
tee on Armed Services, Subcommittee on Special Investigations dealing with 
west coast pipeline matters. 

KENNETH B. BARNES, 
Editor, the Oil and Gas Journal. 


LonG-RANGE GOVERNMENT, Private Poticy Is INVOLVED IN CANADA’s RISING OIL 
FLOW TO THE UNITED STATES 


Canada is beginning to assume a larger role in the United States crude-oil 
supply picture. Oil from Canada’s great discoveries in the western Provinces 
is flowing across the United States border in a steadily rising stream. 

It is estimated conservatively that imports from Canada will double within 
afew months. And this is only a start. Canadian oil already is competing with 
supplies from Illinois, the midcontinent, and Rocky Mountain areas. As a na- 
tion heading for a big production surplus, Canada must compete increasingly 
in markets largely determined by conditions in the United States and the rest 
of the world. Canadian output this spring reached 234,000 barrels daily. If 
present firm forecasts are borne out, the figure will soar to 3,500,000 barrels 
daily by 1980. That is more than half the present United States production. 

Most of Canada’s oil is produced by United States companies with no refining 
or marketing facilities in Canada. But where will this tremendous output find 
a market? All signs point in the same direction: There will be more and more 
Canadian oil in America’s future. 


By C. O. Willson 


Western Canada’s steadily increasing oil production is rapidly becoming a 
significant factor in the petroleum supplies of the United States. 

Canadian crude imports into the United States have already reached 30,000 
barrels daily, according to latest official figures for April. Imports to the lake- 
head refineries in Wisconsin and Minnesota averaged 4,000 barrels daily. They 
were 26,000 barrels daily to the Puget Sound area of Washington. 
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And the total is considered certain to double at least over the next few 
months. 

Pipeline connections have been completed for two new United States refineries 
which will operate with Canadian crude oil. They are the 50,000-barrel refinery 
of Shell Oil Co. at Anacortes, Wash., and Great Northern Refining Co.’s 25,000- 
barrel refinery at Pine Bend (near St. Paul), Minn. 

They are scheduled to be on stream by late summer and early fall. 

It is understood that crude shipments to still another Minnesota refinery will 
start this fall. 

The extension of Canadian crude-oil outlets into the United States was fore- 
seen 7 years ago when potentialities of Leduc and Redwater fields in Alberta 
were first realized. Now the flow of Canadian oil across the border is rising 
steadily. 

And the end is not in sight. The early fields have been followed by a number 
of discoveries, some of major importance, in the western Provinces. Current 
production of Canada is 234,000 barrels daily. Available production is at least 
100,000 barrels daily greater than that figure. 

There is general agreement that this figure of availability will jump to at 
least 1 million barrels daily within the next 5 years. This projection appears 
justified on the basis of present discoveries. 


RESERVES TO SOAR 


Furthermore, few have challenged predictions that proved reserves in western 
Canada, now approaching 3 billion barrels, will increase to 20 to 25 billion barrels 
not later than 1980. 

This reflects the confidence of explorationists and operators that the successes 
since the Ledue discovery of 1947 will lead to additional finds over the next 25 
years which will make western Canada one of the world’s major oil areas. 

Evidence points to a yearly increase in available production of around 150,000 
barrels daily until at the end of the 25 years the reserves would justify a daily 
production of 34% million barrels. 

Most Canadian operators are willing to let this long-range outlook take care of 
itself. But they are concerned with what appear to be assured trends over the 
next 5 years. 

Canada’s domestic demands are expected to total 650,000 barrels daily by 1960. 
Should the present division of markets prevail at that time, 250,000 barrels daily 
of the 650,000 barrels would be supplied by crude imports to refineries in Quebec 
and the Maritime Provinces. 

This would leave 400,000 barrels daily to be supplied by the western Provinces, 
exclusive of the small settled production in Ontario. It is assumed that the 
Canadian outlets in Northwest Un'‘ted States will expand so that refineries in 
that area will require at least 125,000 barrels daily by 1960. There should also 
be some expansion in the Minnesota and Wisconsin outlets. 

But despite this growth, that means that at the end of 5 years western Canada 
will have at least 400,000 barrels daily of crude oil over and above normal 
domestic demand and for the existing pipeline connections to refineries in the 
United States. 

The accompanying map and tables were prepared to show the basic price and 
transportation conditions in United States and Canada which are key 
solutions that may be adopted. 

Briefly, they reveal that in future expansion, Canadian outlets must more 
and more compete in markets largely determined by developments in the 
United States and, in a broad sense, world conditions. 


s to any 


ILLINOIS EQUATION 


When Alberta crude oil was made available at Sarnia—first by a combination 
of pipeline and Great Lakes shipments and later all pipeline—delivered prices 
had to compete with crude oil which had been available from Illinois and the 
midcontinent fields for over 50 years. From this competitive situation has 
come what is now termed the “Illinois equation.” 

The application of this equation in current operations, including long-term 
contracts, is shown in the accompanying table. In effect this means that crude- 
oil prices of the Alberta fields connected to the interprovincial and lakehead 
system must be competitive with delivered price for Illinois crude at Sarnia. 

This explains why the Alberta crude schedules were reduced earlier this 
year and in late 1954 when posted prices for Illinois crude oil were lowered. 
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DISTANCE A PROBLEM 


The distance from Edmonton to Sarnia along the interprovincial and lake- 
head systems is 1,772 miles, which is longer than any crude-oil movement by 
pipeline in the United States. Present deliveries require only a part of the 
300,000 barrels daily capacity of the system. 

The high tariff, a reflection of the distance from markets and part capacity 
operations, explains why prices for the Alberta crudes are around 20 cents per 
barrel under United States schedules for comparable crudes. 

While Illinois crude oil is used as the key price for the Canadian market, 
crude from the midcontinent and Rocky Mountain area is a direct competitive 
factor in the eastern movement of western Canadian crude oil. 

Crude from Oklahoma, Kansas, Colorado, Wyoming, and Texas (exclusive 
of the gulf coast and southwest Texas), as well as other Middle West crudes, 
is delivered to Middle West refineries by pipeline and inland waterways. East- 
ern Montana crude, through a pipeline connection to Wyoming trunklines, will 
also shortly be available to Middle West r« fineries. 

Indicative of this competition a recent survey showed that sweet crude from 
Wyoming was being shipped to Michigan refineries at a delivered cost of $3.46. 
Denver-Julesburg, Colo., crude was available at the same points at $3.39 and 
Oklahoma crude at $3.35. To deliver Redwater crude to these points would 
require pipeline extensions. To the delivered Sarnia price the United States 
import duty of 10%4 cents plus the exchange discount would be added. The 
same competitive situation prevails in deliveries to Chicago refineries. 


UNITED STATES-CANADA COMPETITION 


Market students point out that the competition of these several producing 
areas is a direct factor in Illinois crude prices; that posting in turn determines 
the delivered price of Illinois crude oil at Sarnia. This is important because 
it means that wherever Canadian crude oil is delivered to the Middle West 
markets, it will have the direct competition of one or more producing areas in 
this country. 

With this situation in mind it has been suggested that the outlets for 
western Canadian crude be extended to the east to include practically all of 
the Canadian domestic requirements. It is known that some Government 
officials of Canada profess to favor such a program. 

The expansion of Canadian crude output so that it now supplies over 50 percent 
of the total domestic market, instead of 10 percent previous to 1948, has greatly 
aided the Dominion’s foreign exchange. It is contended that a complete inde- 
pendence of imported crude-oil supplies would further strengthen the exchange 
situation and would greatly benefit the entire Canadian economy, whose growth 
has been outstanding since the close of World War II. 


PRICE CUT INDICATED 


This would mean a new pipeline or extension of the interprovincial-lakehead 
system to Montreal refineries with a minimum distance of 2.300 miles from 
Edmonton. The distance to the refinery at Halifax would be 3,000 miles. These 
extensions could only be accomplished through a further lowering of western 
Canada’s crude-oil prices to offset the increased transportation costs. 

One analysis points out that serving the Montreal refineries with western 
Canada crude would involve a minimum pipeline transportation cost of 75 cents 
per barrel. The same plants are now being supplied with South American 
crudes with a transportation charge of around 37 cents per barrel. This involves, 
in the case of Montreal, a tanker shipment plus a pipeline charge from Portland, 
Maine. 

The difference would have to be absorbed by Canadian producers should an 
all-domestic policy be adopted. Opponents of the all-Canadian proposal present 
these arguments to show that the penalty to the Canadian oil industry would 
far outweight any advantages that might accrue to other phases of the Nation’s 
economy. The conclusion of most observers is that domestic-port markets 
should be fixed at approximately their present divisions. 


SPECIAL PROBLEM SOLVED 


The building of a new refjnery near St. Paul and the new pipeline facilities 
connecting to that point are the solution to a special problem that existed in the 
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south Saskatchewan area where a substantial production of low-gravity, high- 
sulfur crude oil has been developed. 

The high pipeline tariff (see table) includes a penalty charge of the interpro- 
vincial for the movement of the high-viscosity crude. It also reflects the fact 
that the new pipelines in Saskatchewan and Minnesota in the beginning will 
operate at only part of their rated capacities. 

The rate of 46 cents per barrel for Redwater crude to Superior, Wis., was 
also recently made effective to St. Paul. It is understood that another refinery 
near St. Paul will be taking deliveries of Canadian crude later this year. 

This development indicates that the delivered cost for Redwater crude is 
competitive with present pipeline and water shipments (via Mississippi River ) 
to St. Paul from the midcontinent and Rocky Mountain fields. 

Furthermore, the Minnesota pipeline connecting to the Interprovincial is 16 
inches and could deliver twice as much crude oil to St. Paul as can now be 
handled by the two refineries in that area. This has been interpreted to point 
to additional refining capacity in this area or an extension of the line to other 
points. 

PUGET SOUND AREA 


The breakdown of the deliveries to the Puget Sound area of Washington is 
similar to that of the lakehead refineries in Wisconsin, although the pipeline 
mileage is substantially less. 

The pipeline of the Trans Mountain Pipe Line Co. from Edmonton to the point 
in eastern British Columbia where the system branches off to Vancouver refineries 
and to the Puget Sound refineries is 24 inches. It is anticipated that the line will 
eventually double or triple present shipments. 

Higher deliveries are expected to justify reductions in the present pipeline 
turiffs of 46 cents to Vancouver and 47 cents to the Puget Sound plants. These 
refining operations will therefore become more attractive, assuming there are 
no changes in the posted field prices for crude oil. 

The present delivered prices for Redwater crude to Puget Sound and Vancouver 
refineries are competitive with crude oils from the Persian Gulf area of the 
Middle Bast, and from Venezuela and Peru. Redwater crude has an important 
advantage over available light-gravity crude from California. 


FUTURE MARKETS 


Among the producing organizations which are finding large reserves in the west- 
ern Provinces are companies which have no refinery and marketing outlets in 
(Canada. But they are major refiners and distributors in this country. 

The question is, Will some of these operators find it expedient to build refineries 
and establish wholesale and retail facilities in Canada to secure outlets for their 
new crude supplies? 

Analyses made of this type of expansion for producing interests indicate that 
the Canadian outlets would be limited and probably prove costly. The population 
of Canada is less than one-tenth that of the United States and the consumption 
per capita in the Dominion is less than two-thirds of this country. 

New York State has a larger population than all Canada and its petroleum 
consumption is far greater. There are half a dozen States with individual oil 
demands closely approximating Canada’s. 

High transportation charges are involved in the movement of western Canada’s 
crude supplies to eastern consuming centers. It is also true that some of the 
western operators, through affiliated interests, are helping to supply a part of the 
eastern Canada market with imports. 

With these conditions prevailing it is believed that growth in western Canada’s 
crude-oil output will not result in important new entries into Canadian refining 
and marketing. 

UNITED STATES MARKET INDICATED 


This leads to the conclusion that United States companies which develop im- 
portant reserves in Canada will prefer to dispose of their production through 
new refineries or existing plants in the United States. 

The territory extending 100 to 300 miles south of the United States-Canada 
houndary and as far east as Ohio is under consideration as an outlet for excess 
Canadian production. But no general conclusions are possible yet. 

There would be direct competition from United States crude. In addition, the 
picture is complicated by the steady expansion of product pipelines, use of inland 
waterways in this country, and the presence of local crude supplies and refineries 
in the Northern States. 
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Some studies have indicated that the most economic expansion will be in the 
large markets of the Chicago and Detroit areas and important inland consuming 
centers in Michigan, Minnesota, and Wisconsin. 


UNITED STATES-CANADIAN POLICY 


The solution to the market problem is inevitably tied up with future United 
States-Canadian governmental policies. And some contend the Canadian pro- 
ducers should receive special consideration in the matter of oil-import duties to 
thiscountry. This argument has many angles. 

First there is national defense. Canadian imports would not be terminated 
in the case of another world war and could quickly be integrated as an essential 
part of a common defense program. 

This also ties in with studies being made of the future oil requirements of 
this country. These reveal that domestic demands, exclusive of a national 
emergency, can be fulfilled only by addition of more than 90 billion barrels of new 
reserves in this country over the next 20 years. 

This is more domestic oil than has been discovered since the Drake well 95 
years ago. It assumes continuation of the present ratio between domestic 
production and imports from other countries, exclusive of Canada. 


UNITED STATES NEEDS CANADA 


Some observers say that it will not be possible to find reserves of that magni- 
tude, without including the expected major discoveries in Canada. They feel 
that demands and supplies should be considered on a continental basis. Prefer- 
ence would be given to Canadian oil imports in this country over those coming 
from distant points in other continents. 

Other United States-Canadian conditions are cited in support of this type of 
program. The economies of the two countries overlap in many respects. This 
country is largely dependent on Canada for important raw materials. Canada 
is also the largest customer of the United States. 

There are officials at Ottawa and Washington who feel that this interdepend- 
ence should be fostered and expanded in the interests of both countries. They 
advocate whatever oil-policy changes may appear necessary to promote this 
relationship. 

(Cost factors in oil figures follow :) 


Cost factors in oil delivery from Canada 


ILLINOIS CRUDE 


To Sarnia: Per barre! 
A ah sg, Seale a eee Se es _.. $2. 90 
SN Se ee a ‘ eee ee eee eee .10 
ee SS oe ae ere. PE ae ee ees Se . 0808 
EE ee, eae ee ee ee Loree ee Pee tittle adits . 2608 
Delivered cost at Sarnia (United States funds) -_.._.---______- 3. 2911 
Discount on United States funds (15% percent) --------------~--_- . 0535 


REDWATER, ALBERTA, CRUDE 
Ee ae ee See ee 2. 49 


Gathering allowance and charge._--.._..........- -...-- i sheets . 0525 
NS ELT EE Me TITT. TF OE OTT re . 0257 
Pipeline tariff____-__-_ ee i a PS Mee 
EEE ES, OEE OE LEAT PL ETT COE TT .01 


Delivered cost at Sarnia (Canadian funds) ___- sirtinid bidin Settccsty.f i ee 


Discount on United States funds (15 percent) .---.---_--------- . 0526 
To Minnesota, Wisconsin : 
Fosterton (Saskatchewan) crude to Pine Bend (St. Paul). ---_~ 1. 29 
eee eee (Za SPRWIN ) 2 nn en el ne oT Gare) E .10 
ecenens CNR sd. eee a a ei es. a 
LE, SS Ts RS EST ee ee Pe Lek ngocade Leet 013 
ee nee, So oe et. JE... oh ien ek lh aha J0.c.. Bee 
Delivered cost (Canadian funds) ..-.-..-.___-_- ee oe eee 
Discount on United States funds (15 percent) __________- ag . 0351 
United States import duty (under 24° gravity) ..__-_._-_________- . 0525 
eth tos ieein. bers Sire ie Sensei | LY Align?) 3 2. 2606 
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‘'o Superior and St. Paul: 


(LE ee ae ee a ee ee 2. 49 
Gathering allowance eng charge...............................--- . 0525 
I aoe he  erriwmeceimnnie elt el . 0257 
I heath itm ema ieee ae . 46 
ey IR SB SOI Rl FOR eg et eS a EE 3. 0282 
Dissent on Talend Staeen anes. ne eens +s . 0493 
United States import duty___-----_----- itihes a Pree er eee . 1050 





Total (United States funds) .- 8.1825 


To Puget Sound, Wash. : 
Pree ermea octets et oo Sok. ce ee adits 





din dati Bt 2. 49 
Gate ellowamee: Ae charge: 2s bon a oink etki ee es . 0525 
Pe SR a hh ad i hee eet belied wine . 0257 
eee ee ee el ck i eee a lj doce litera bie 47 
ONE ESSE OTe ee, ee ees See ee eee ee eee ee . 01 

"Tete: (Canatien funds) .................. Pa aa ee oe 
Re dr wn encecncen Oe ae amet . 105 
Discount on United States funds (15¢ percent) ___-_-- ees . 0495 

Np ae 6 PSS oo Dis ISS ATR 9 ig eae 3. 2027 


Mr. Courtney. Now you have corrections in the record itself, Mr. 
Kirk? 

Mr. Kirk. None other than the one I gave you, that were just 
stenographic or reporting technical errors, I believe. 

Mr. Courtney. Well, don’t you have a proposed addition to one 
portion of the record ¢ 

Mr. Kirk. Oh, I thought that that was to be accepted the way it 
was written. 

You want me to also give that? 

Mr. Courtney. Well, Mr. Chairman, since the record has been 
examined. 

Mr. Kirk. I can tell you what it is, if you would like to have me. 

Mr. Courtney. Yes. 

Mr. Kirk. It was a statement in Mr. R. L. Minckler’s statement, 
that was in the Western Oil and Gas statement, in which he outlined 
the various facilities that had been built or programed since World 
War II to bring extra supplies of oil and natural gas to the west coast, 
including pipelines, crude lines, products lines, and gas lines, and 
refineries. 

What we wanted to add there—it seemed to be a point of interest 
und we looked it up—that the announced value of all those facilities 
that had been added by private capital came to $1,353,000,000. 

We ask to put that in the record to add to this Minckler statement. 

Mr. Courtney. That would be supplementary information, which 
was not contained in Mr. Minckler’s se statement but which has 
been researched in the interval. 

Mr. Kirk. That is right. 

Mr. Hépert. Well, the statement of the witness will stand on that. 
That is sufficient. Do you have the document to support it ? 

Mr. Kirk. You have the document. 

Mr. Courtney. Yes. 


Mr. Héserr. Without objection, that will be made a part of the 
record. 
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(The document is as follows :) 


GENERAL PETROLEUM CorpP., 
Los Angeles, Calif., July 20, 1955. 
Mr. JOHN J. COURTNEY, 
Special Counsel, Committee on Armed Services, 
House of Representatives, Washington, D. C. 

Dear Mr. CourtTNEY: On July 11, 1955, I appeared before your committee in 
Los Angeles relative to the west coast oil pipeline matter. I have read the 
stenographic transcript of my testimony at this hearing and request that the 
following correction and additions be made in the record as it now stands: 

Page 816, line 35, reads “area for $2 a gallon.” Change so as to read: “area 
for 2 cents a gallon.” 

Page 806, line 43, reads “money and effort in the performance of our public 
duty.” Change to read: “money and effort in the performance of our public duty. 
All of these new facilities which are not operating, building, or programed to 
bring added supplies of oil and natural gas to the west coast have been, or will 
be, built with private capital, at an announced cost of approximately 
$1,353,000,000.” 

Very truly yours, 
R. I. MIncKter, President. 


Mr. Courrney. Mr. Chairman, that is all for the moment. 

In the interval of the committee recess, Mr. Chairman, and in re- 
sponse to the directions of the subcommittee, Dr. Flemming has pre- 
pared an expurgated edition of his text, which has been disseminated 
to the press and other interested individuals. 

And I would ask that it now be included as a part of the record as 
his formal presentation. 

Mr. Heéserr. That statement is in accordance with the request of 
the committee that he prepare such a statement ¢ 

Mr. Courtney. It is in response to the request of the subcommittee. 

Mr. Heserr. Without objection, it will be made part of the record 
at this point. 

(The document is as follows:) 


SUMMARY OF UNCLASSIFIED TESTIMONY OF ARTHUR S. FLEMING, DIRECTOR, OFFICE 
OF DEFENSE MOBILIZATION BEFORE SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
HousE ARMED SERVICES COMMITTEE, IN EXECUTIVE SESSION, JULY 7, 1955 


SUPPLY OF TEXAS CRUDE TO CALIFORNIA 


On April 28, 1952, a certificate of necessity was issued to the West Coast 
Pipeline Co., 1403 Mercantile Bank Building, Dallas, Tex., permitting accelerated 
tax amortization of 25 percent of the estimated cost ($68,018,000) of a pipeline, 
984 miles in length, from Wink, Tex., to Norwalk (Los Angeles Basin), Calif. 

By subsequent amendments the certificate was changed to cover a 1,080-mile 
pipeline from Midland, Tex., to Norwalk, Calif., for an estimated cost of $106,- 
500,000 and a capacity of 300,000 barrels per day. 

On December 8, 1953, the company applied to the Reconstruction Finance 
Corporation for a Government guaranty under section 302 of the Defense Pro- 
duction Act of an $85 million loan. Reconstruction Finance Corporation, in turn, 
referred the application to the Office of Defense Mobilization for a determina- 
tion of defense essentiality. 

The company stated that $21,500,000 (of the $106,500,000 estimated cost) is to 
be raised from equity investors. Its engineers have concluded that an average 
daily throughput of 75,000 barrels at a 60-cent tariff will constitute a break- 
even point. The Government as the guaranteeing agency is asked to make up 
any deficiency between the average daily throughput and 75,000 barrels per day 

On December 21, 1953, this application was referred by the Office of Defense 
Mobilization to the Department of the Interior for review and recommendation 
On April 12, 1954, that Department recommended that the pipeline should be 
financed by private capital without a Government guaranty. 
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In support of that conclusion it stated : 

“Although the Department of Defense, upon request, concluded that a crude- 
oil pipeline from west Texas to California would contribute to the national 
security and would have strategic and logistic significance in time of war, it 
failed to find that such a line at this time is sufficiently compelling to recommend 
the issuance of the ‘certificate of essentiality.’ 

“Data available to the Petroleum Administration for Defense indiciate that 
west coast refining capacity and crude-oil productive capacity are essentially 
in balance. This balance does not include crude oil which can be made available 
from the recently completed Trans-Mountain Pipe Line but does include the 
productive capacity of the Elk Hills Naval: Petroleum Reserve. Also, from a 
petroleum logistic standpoint, recently completed products pipelines to the 
acific Northwest make products from the Rocky Mountain area available on 
the west coast.” 

On April 2, 1954, the Department of Defense advised the Office of Defense 
Mobilization that, although the line would contribute to national security and 
would have strategic and logistic significance in time of war (as indicated by 
the issuance of a necessity certificate), it did not justify Government financing. 

The conclusion had as its basis a study of the petroleum supply-demand on 
the west coast, prepared by the Petroleum Logistics Division Staff, of Secretary 
Thomas’ office. 

The application for a Government guaranty of $85 million is still pending. 

In October 1954 I asked a committee of three businessmen to study the 
problem of oil supply to the west coast needed to meet anticipated wartime 
requirements. The committee consisted of Dr. Charles A. Thomas, president 
of Monsanto Chemical Co., as chairman of the committee; Mr. Charles S. 
Cheston, of Philadelphia, a director of various industrial organizations; and 
Mr. Palmer Hoyt, editor of the Denver Post. The committee, after a series 
of meetings, during which reports from the Departments of Defense and Interior 
were reviewed, reported to me on November 30, 1954, that the members saw 
po compelling justification for the Government to underwrite a petroleum 
pipeline to the west coast. 

However, the committee stated in its report that a new petroleum supply and 
demand study was then underway which might affect this conclusion. 

The new supply and demand study was completed early in May 1955 by the 
Military Petroleum: Advisory Board. In general this study disclosed that, after 
taking into consideration consumer rationing, and estimated refinery damage, 
district III (which includes Texas) is scheduled to supply some petroleum prod- 
ucts during a war period to the States of California, Oregon, Washington, 
Arizona, and Nevada, constituting district V. 

Of the petroleum products required from district III, 25 percent would move 
to widely dispersed points, mainly in Arizona, not reached by the proposed pipe- 
line. A new pipeline, now being built by the Southern Pacific Co., can be counted 
on to carry another 40 percent. 

Basic data and the relationship between crude oil supply and refined product 
requirements in district V were developed in the study completed in May 1955 
by the Military Petroleum Advisory Board. 

That study shows: 
1. In 1954 district V demands were supplied: 
(a) 92 percent from California 
(b) 4 percent imports from the Middle East, Latin America and 
Canada 
(c) 4 percent refined products from district IV (Rocky Mountain 
area). 
2. In the peak war period the demand is to be supplied: 
(a) Largely from California 
(b) Most of the balance from Canada 
(c) A small quantity of refined products from district IV 
(d@) A smaller quantity of refined products from district III. 


THE TRANS-MOUNTAIN PIPE LINE 


Currently transporting about 70,000 barrels a day of crude oil from the Alberta 
fields in Canada to its terminus at Vancouver, British Columbia (with a spur 
line across the border to Ferndale, Wash.), the Trans-Mountain Pipe Line began 
operations in October 1953. With western Canadian refineries requiring 47,000 
barrels a day of crude at operating capacity, delivery to United States refineries 
































































94() SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 


on the west coast could be increased to 103,000 barrels a day with current pump- 
ing facilities, and to a maximum of 253,000 barrels a day by installing addi- 
tional pumping stations on the existing line. 

The Trans-Mountain Pipe Line was privately financed, involving no Govern- 
ment Outlays or guaranties. Ownership of its 1.5 million shares is distributed 
as follows: (1) 800,000 shares divided equally among 7 major companies, 6 of 
which are United States companies or their Canadian subsidiaries, (2) 250,000 
shares owned by a group of 14 Alberta oil-producing companies, and (3) 450,000 
shares held by the public. 

The rapidly expanding output and reserves of the Alberta oilfields assume 
an ample supply through the Trans-Mountain line to the northern part of district 
V in time of war. Latest estimates place Alberta reserves at 2.4 billion barrels 
of crude, with current maximum efficient rate of production potential between 
600,000 and 800,000 barrels a day and still increasing. 

The maximum potential Canadian use of its Alberta crude in the foreseeable 
future, either in its own inland refineries or for transmission eastward through 
the Interprovincial Pipeline, would take less than half of the current Alberta 
output at maximum efficient rate. This would leave more than enough for 
capacity movement through the Trans-Mountain Pipe Line to the Pacific coast. 

From the foregoing it is now possible to summarize the arguments for and 
against a pipeline from west Texas to the west coast. 

(a) Crude oil 

1. Pro.—The fact that during 1954 about 50,000 barrels a day of crude oil 
was imported into district V (along with minor quantities of natural gasoline 
from the gulf coast) when district V refineries were operating far below capacity, 
suggests that California is not producing enough crude oil to meet its peacetime 
domestic needs. As all-out war would add materially to district V crude-oil 
needs, substantial quantities of crude oil originating outside district V would 
be required and for this purpose west Texas crude is the nearest, quickest, most 
adequate, and safest source of supply. 

Con.—(a) During 1954 California crude-oil production averaged 976,000 barrels 
a day, including 22,000 barrels a day from Elk Hills Naval Reserve. This level 
of California crude output is not indicative of inadequacy to meet peacetime 
domestic needs. District V refineries operated at only 76.3 percent of rated 
capacity during 1954, not because of inadequate crude, but because of weak 
market demand relative to growing refinery capacity. The slight (2.4 percent) 
reduction in district V (California) crude-oil output between 1953 and 1954 like- 
wise reflects reduced market and refinery demand and no declining crude produc- 
tion capacity. Hence, there was no need to step up California crude productior. 
to its 1953 rate or to its maximum efficient rate crude availability of approxi- 
mately 1,100,000 barrels a day. 

(b) Crude-oil imports of 50,000 barrels a day in 1954 do not reflect district V 
crude-oil inadequacy, but rather availability at competitive prices of foreign 
crude imported primarily by large west coast oil refiners and marketers. Natural 
gasoline receipts from the gulf coast during 1954 varied widely from month to 
month, but for the year as a whole averaged only 6,838 barrels a day. 

(c) While it is claimed that west Texas crude is the nearest, quickest, most 
adequate, and safest source of crude for California refineries, it does not meet 
these tests with respect to the Pacific Northwest market area in district V. This 
is a deficit producing area with respect to petroleum product needs. Canadian 
crude, available through the Trans-Mountain Pipeline, is closer, fully as adequate, 
and not as vulnerable as west Texas crude, which would have to be transported 
north by tanker after reaching the west coast in the Los Angeles area. Canadian 
crude imports from the prolific Alberta oilfields are available to district V up to 
103,000 barrels a day with present pumping facilities, and up to 253,000 barrels 
a day by adding more pumping stations to the existing Trans-Mountain Pipeline 

2. Pro—During World War II there is indication that California suffered 
from a crude-oil shortage. In the 1944-46 period excess Texas crudes were 
used to supplement California crude production by as much as 36,000 barrels 
a day, requiring a sizable railroad tank-car movement of such crude to Cali 
fornia refineries. During the Korean emergency there were shortages of both 
crude oil and products on the west coast—requiring military purchases of 
approximately 50,000 barrels a day of its west coast requirements at gulf cvast 
and Caribbean ports. 





SOU 


Co 
diffe 
late 
extr 
day 
at tl 
have 
(10.! 
of W 


(b) 


1. 
imm 
genc 
reac 
men 
may 
will 
safe: 
line 

(a 
capa 
past 
will 
an € 
barr 

(t 
line 
mar 
estil 
day 


Uru 

6) 
War 
oper 
to bi 
wesi 
by ¢ 

A 
Can 
Refi 

Te 
by f 
peri 

Te 
be r 
mov 
com 


\ 
par 
Ga 





JCTS 


um p- 
1ddi- 


yvern- 
uted 
6 of 
),000 
0,000 


sume 
strict 
rrels 
weell 


pable 
ough 
yerta 
1 for 
‘oast. 

and 


e oil 
line 
icity, 
time 
le-oil 
vould 
most 


rrels 

level 
etime 
rated 
weak 
cent) 
_like- 
oduc- 
ctior. 
roxi- 


‘ict V 
reign 
tural 
th to 


most 
meet 
This 
adian 
juate, 
orted 
adian 
up to 
arrels 
eline 
ffered 
were 
arrels 
Cali 
' both 
es of 
cuasi 





SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 94] 


Con.—The current situation as to California crude production capability is 
different from that which prevailed during the peak wartime demand period 
late in World War II and the immediate postwar years. Under the stimulus of 
extreme military needs, California crude production reached 894,471 barrels a 
day in 1945, and crude-oil reserves totaled 3,410 million barrels or 10.4 years 
at the then current production rates. Since that time new drilling discoveries 
have increased crude reserves by 14 percent to a total of 3,888,588,000 barrels 
(10.9 years) and would be able to support a higher production level than that 
of World War II or 1954. 


(b) Refined products 


1. Pro.—There were refined product shortages on the west coast during and 
immediately following World War II and more recently in the Korean emer- 
gency. Refined product shipments during World War II, moved by tank car, 
reached as high as 150,000 barrels a day. And since petroleum product require- 
ments to meet military and civilian needs in district V in any future emergency 
may greatly exceed current demand, products originating outside of district V 
will have to be moved to the west coast. During wartime the most reliable, 
safest, and least expensive method of such needed transportation is by a pipe- 
line from west Texas. 

(a) Because of a sharp increase of approximately 40 percent in refinery 
capacity in district V from World War II to date (more particularly during the 
past 5 years), it is not anticipated that any protracted refined product deficiency 
will be repeated in district V during an emergency. Refinery capacity rose from 
an estimated 965,000 barrels a day average during World War II to 1,354,900 
barrels a day as of January 1, 1955. 

(b) In addition, the recently announced Southern Pacific Railroad products 
line running west from El Paso and east from Los Angeles to the Phoenix-Tucson 
market areas is expected to be available before the end of 1955. It has been 
estimated that under emergency war conditions it could move 48,000 barrels a 
day of refined products between El Paso and the west coast. 


SUMMARY 

Crude 

Crude production capacity in California, appreciably increased since World 
War II, will substantially meet California refinery requirements at maximum 
operating capacity in wartime. A product line from El Paso to Los Angeles, 
to be completed in 1955, can be used in an emergency to bring Texas crude to the 
west coast, if available Canadian crude cannot be moved to California refineries 
by coastwise tankers. 

All crude requirements of the Pacific Northwest refineries can be met from 
Canada by an existing pipeline. 


Refined products 

Total wartime district V requirements for refined products can be supplied 
by district V refineries plus normal receipts from outside districts in most 
periods of a war. 

To meet a temporary shortage in district V of refined products a part could 
be moved from Texas by the Southern Pacific pipeline and the balance for rail 
movement is too small in relation to total requirements to warrant Government 
commitments or expenditures in support of a pipeline. 

Mr. Courtney. Now, likewise, we have a transmittal from the De- 
partment of the Interior, Mr. H. A. Stewart, Director of the Oil and 
Gas Division, responding to a similar inquiry. 

Mr. Chairman, I would ask that that be made a part of the record. 

Mr. Héserr. That also was in response to the request of the com- 
mittee ? 

Mr. Courtney. It is in response to the committee’s request. It is 
the expurgated edition, which can be released for public use. 

(The transmittal follows :) 
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SUMMARY OF UNCLASSIFIED TESTIMONY OF H. A. STEWART, DIRECTOR, OFFICE OF 
GAS AND OIL, DEPARTMENT OF THE INTERIOR, BEFORE SUBCOMMITTEE FOR SPECIAL 
INVESTIGATIONS, HOUSE ARMED SERVICES COM MITTEE, IN EXECUTIVE SESSION, JULY 
8, 1955 


DISTRICT V—-CRUDE-OIL SUPPLIES, DEMAND, RESERVES 


The figures indicate a marked increase in crude oil production during World 
War II, followed in 1946 by a very slight decline and a return thereafter to record 
rates of output. Gains since 1948 have been very small but an all-time peak of 1 
million barrels per day was reached in 1953. Production rates in recent years 
have roughly followed trends in proved reserves of crude oil as reported by the 
American Petroleum Institute but are materially higher relative to such reserves 
than they were prior to World War II. 

Crude-oil runs to stills have progressively increased in recent years at a higher 
rate of gain than has crude production. Imports of crude oils since 1950 have 
increased, coming mostly from Indonesia and the Middle East until the current 
year. Beginning in late 1954 imports of Canadian crude have been growing to 
supply new refining capacity in the strategic Northwest area. This oil comes 


District V *—Crude oil supply and demand 
{1,000 barrels per day] 


! { 

| From | -rotal | Direct | Trans- | 

Produc-| Im- other | crude | Crude use fers to 

tion ports ? | United supply | ‘5s and | prod- 
States | SUPP! ucts 


Total | Stock 
| ,crude change 
demand ge 





614 | 549 | 617 
684 | 631 | | 690 
784 723 d 

856 805 | 

912 | 859 

866 781 

916 | 826 | 

932 895 | 

921} 879 | 

902 880 | 

ee 985 956 

1952 1, 023 | 989 

1953 L ; 1,084 | 1,046 | 

1954_ _ _- pualexds | g | 1,026} 1,020 | 

1955 (January- 





1 
2 | 
4 
5 
4 
8 | 
4 
4 
3 
6 
4) 
4 | 
9 
6 | 


April) 1,042 | 1,031 
| | 


| 


1 Includes California, Arizona, Nevada, Washington, and Oregon. 
2 See following table: 


CRUDE IMPORTS BY SOURCE 
[1,000 barrels per day] 


January- 
1949 1951 1952 1954 April 
1955 








Canada.------ 
Middle East _- 
Venezuela __. 
Borneo : 
Indonesia 
OS ee 





3 Estimate based on 9 months’ data. 
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Proved oil reserves 


[1,000 barrels] 


Natural gas | Total liquid 


Year end Crude oil liquids _| hydrocarbons 





California: ! 
1940 
1942 
1943 
1944 
1945 
1946 
1950 
1953 
1954 

Canada: 
1953 = — 1, 845, 422 2, 043, 548 
1954. .. ees eaneka cat 2, 207, 614 2, 415, 945 


532, 000 (3) 
323, 000 (3) 
196, 000 (3) 
337, 000 (3) 
409, 948 (3) 
293, 491 | 3, 601, 863 
733, 562 | 4, 096, 949 
919, 379 4, 244, 245 
888, 588 4, 218, 837 





! Source: American Petroleum Institute. 

2 Includes —_ plant and lease condensate. 
3 Not available. 

‘ Source: Canadian Petroleum Association. 


from large, recently developed reserves in Alberta, by the Transmountain Pipe- 
line. The flow promises to increase as refining capacity is expanded in Wash- 
ington and perhaps Oregon. 

This situation emphasizes the growth in crude oil available to the Pacific 
coastal region since World War II involving primarily three elements : 

1. Small gains in availability from California commercial fields ; 

2. An increase in the potential productive capacity in the Elk Hills Naval 
Reserve through an extensive development program ; 

3. Completion of the Transmountain Pipeline of 24inch diameter whose 
purpose is to move to markets a portion of the very large and growing crude 
oil supply that has been developed in Western Canada since 17. 

The modest export of crude oii from:California has for many years been related 
primarily to supplies for processing in British Columbia, and to a lesser degree, 
Japan. Refineries in these areas are being supplied or will be supplied with crude 
from western Canada and Eastern Hemisphere sources respectively. Hence, 
exports are expected to be insignificant in future. 

Average daily production of crude oil in Canada in 1954 reached a new high 
of 263,200 barrels daily, some 150,000 barrels below the daily potential of produc- 
ing fields at the end of the year. The rapidly growing total potential capacity 
therefore exceeded 400,000 barrels daily at the beginning of the current year. 


Source: A Survey of the Petroleum Industry in Canada During 1954, by R. B. Toombs. 


Commercial shipments of petroleum products to other areas from district V 
[1,000 barrels daily] 


To— 





ae | 7] | Total 


Ex- | Dis- 
trict I | ports ' | trict I boee 








| 
| 
| 














|| January-April 1955 





Exports on Bureau of Mines basis; includes shipments to Alaska and Hawaii. 
Source: Bureau of Mines. 


The above table shows that shipments of petroleum products (exclusive of 
hilitary) have exceeded 100,000 barrels per day in each year since 1949 and 
currently exceed prewar rates. The bulk of these shipments go to foreign desti- 
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nations, to Alaska and Hawaii, and under favorable market conditions, to the 
east coast of the United States. It will be noted that in the first 4 months of 
this year shipments to the east cozt have increased materially in reflection of 
surplus supplies of heavy fuel oil in California and firm market conditions on 
the east coast. 

On an all-oils basis, district V is still a net exporter of petroleum. 


Refinery capacity to process crude oil, District V 
[1,000 barrels daily] 


Cali- Other 


= wen : 
Total || Cali- | Other | 


fornia | States | Total 


J 


fornia 


| States 
- saad iene 
Jan. 1, 1940_- | 938 
Jan. 1, 1941 : 952 
Jan. 1, 1942 : 922 
Jan. 1, 1943 - : 935 
Jan. 1, 1944_ 905 
Jan. 1, 1945 5 i 967 
Jan. 1, 1946 6 934 
Jan. 1, 1947 10 1,000 


Jan. 
Jan. 
Jan. 
Jan. 
Jan. 
Jan. 
Jan. 
Jan. 


1, 094 
1, 096 
1, 129 
1, 165 
1, 147 
1, 211 
1, 232 


1, 103 
1, 106 
1, 139 
1, 176 


' Includes General Petroleum Corp. plant at Ferndale, Wash., 35,000 barrels daily completed October 
1954, but excludes Shell plant at Anacortes, Wash., 50,000 barrels daily to be completed in 1955. 


The capacity of California refineries has grown little in recent years as 
emphasis has been placed upon the construction of new facilities to increase 


yields of lighter products and to improve quality. 


being added, however, in the State of Washington. 


California natural gas 


[Million cubic feet per day] 


California 
marketed 
production 


Interdistrict 
receipts by 
pipeline 


Total supply 


Significant new capacity is 


Residual fuel 

| oil equivalent 

of interdistrict 
receipts in 


barrels per day 


aw 


SrRSSS2eS8 


1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 ! 


se im oe On Gn Ene 
Bsa 


| Preliminary. 


Note.—The rapid growth in natural gas receipts beginning in 1947 reflects the pipeline expansions accom- 
plished by El Paso Natural Gas Co. that delivers the gas to California distributing companies at the Stat« 
boundary. The 3 major steps taken to make gas available to California from other sources were: 

1947: Deliveries began from Permian Basin (west Texas and southeast New Mexico) fields through a 26 
inch pipeline at Blythe for distribution in the Los Angeles area. 

1950: Deliveries began from Permian Basin fields through a 30-inch pipeline at Topock for distribution 
in the San Francisco area. 

1951: Deliveries began from San Juan Basin (northwest New Mexico) fields through a 24-inch pipeline 
at Topock for the San Francisco area. 


Pipeline capacities to deliver gas at Blythe have increased from an initial 
305 million cubic feet per day to 850 million, and at Topock from 250 million 
cubic feet per day to 587 million. 

Plans have been announced for a further increase in capacity to deliver gas at 
these two points on the Colorado River to a total exceeding 1,600 million cubic 
feet per day. An additional 250 million cubic feet daily for northern California 
consumers is to be taken by a new connecting line from the Pacific Northwest 
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Pipeline (presently under construction) and 300 million cubic feet daily is 
planned for importation into Washington and Oregon from western Canada 
sources. 

The rapidly increasing shipments of national gas into California from Texas 
and New Mexico since 1947 have influenced significantly the onshore demand 
for petroleum in California affecting primarily heavy and lighter fuel oils. 
As indicated in the table, such shipments in 1954 were equivalent in British 
thermal unit value to over 218,000 barrels per day of heavy fuel oil. Further 
increases in gas shipments are planned not only into California but into the 
States of Washington and Oregon and into British Columbia, all of which have 
been historically important market areas for California produced oil. Hence, 
natural gas has inhibited and will continue to inhibit the growth of markets 
for California oil. 
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Crude Oil, Oil Products, and Natural 
Pipelines 
To 
The Pacific Coast 


Office of Oil and Gas 
July 15, 1955 
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PROGRESS 


OF THE 
PETROLEUM & NATURAL GAS INDUSTRIES 


IN THE WESTERN STATES 


TOWARD DEVELOPING 
ADDITIONAL RAW MATERIAL 
AND FINISHED PRODUCT SUPPLIES 


TO MEET INCREASING DEMANDS 


STARTING TO EARLY 
AFTER c— %('954 & FUTURE 
1946 YEARS 
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EXHIBIT 9 
WESTERN OIL AND GAS ASSOCIATION 
PRESENTS TO 


MEMBERS OF HOUSE ARMED SERVICES 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS 


STATISTICAL RECORD 
OF 


CALIFORNIA CRUDE OIL 
PRODUCTION 


INCLUDES 
HISTORICAL — Charts and Tabies for 1954 and 


Prior Years 


FIELDS AND POOLS — Compony Date for April 1955 


MATERIAL CONTAINED HEREIN IS EXCERPTED FROM 1954 
ANNUAL REVIEW AND FROM OTHER PUBLICATIONS OF 
CONSERVATION COMMITTEE OF CALIFORNIA O/L PRODUCERS 


HEARINGS IN LOS ANGELES 
JULY 11, 12, AND 13, 1955 
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TABLE | 
CALIFORNIA ANNUAL CONDENSATE PRODUCTION 
NO. OF 
PRODUCING 
CONDENSATE 
WELLS PRODUCTION BARRELS 
(DECEMBER BARRELS DAILY 
SOURCE YEAR EACH YEAR) BARRELS # DAILY PER WELL 
CONSERVATION 
COMMITTEE 
1938 1 10, 345 28 28.0 
1939 7 151, 883 416 59.4 
1940 17 727,197 1, 987 116.9 
1941 17 1,053, 043 2,885 169.7 
1942 25 713, 880 1,956 78.2 
1943 - 23,770 65 - 
1944 - 112 - 
1945 28 1,809,239 4,957 177.0 
1946 32 2,097, 637 5,747 179.6 
1947 40 2, 833, 853 7, 764 194.1 
1948 43 2,449,419 6,692 155.6 
1949 46 2,175,594 5,961 129.6 
1950 61 2,620, 493 7,179 ey 
1951 54 2,449, 905 6,712 124.3 
1952 71 1,915,918 5,235 Soe 
1953 73 2,349,924 6,438 88.2 
1954 83 2,098, 006 5,748 69.3 


# Includes plant condensate only for Paloma starting 1945. 
Figures not included in Crude Oil Production (Table II). 
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CALIFORNIA ANNUAL CRUDE OIL PRODUCTION @ 





NO. OF 
PRODUCING 
OIL WELLS 
(DECEMBEF 
SOURCE YEAR EACH YEAR 
Petroleum Prior to 
Data Book 1903 
1903 2,608 
1904 2,713 
1905 2,456 
1906 2,426 
1907 2,827 
1908 3,399 
1909 3,919 
Cumulative 
1910 4,692 
1911 5,138 
1912 5,626 
1913 5,870 
1914 6, 106 
1915 6,532 
1916 7,333 
1917 8,053 
1918 8, 606 
1919 9,127 
Cumulative 
1920 9,621 
1921 9,978 
A. P. 1% 1922 8,916 
1923 9,396 
1924 11,319 
1925 11,069 
1926 11,333 
1927 11,284 
1928 10,711 
1929 10,515 
Cumulative 
1930 9,454 
1931 8,612 
1932 9,039 
1933 10, 987 
1934 11,750 
Adjustment prior to 1935 
Conservation 1935 12,971 
Committee 1936 12,369 
1937 13,673 
1938 13,979 
1939 14, 845 
Cumulative 
1940 15, 364 
1941 16,981 
1942 18,911 
1943 20,015 
1944 21,487 
1945 22,219 
1946 23,180 
1947 24,421 
1948 26,472 
1949 24,365 
Cumulative 
1950 28, 102 
1951 29, 624 
1952 30, 891 
1953 31,923 
1954 32, 864 
‘ Excludes condensate. See Table |. 


* Various adjustments in prior years' production. 








PRODUCTION 
~ BARRELS 
BARRELS DAILY 
41, 659, 000 
24, 3862, 000 66, 800 
29, 649, 000 81, 000 
33, 428, 000 91, 600 
33, 099, 000 90, 700 
39, 748, 000 108, 900 
44, 855,000 122, 600 
55,472, 000 152, 000 
302, 292, 000 
73, 011, 000 200, 000 
81, 134, 000 222, 300 
87, 269, 000 238, 400 
97, 788, 000 267, 900 
99, 775, 000 273, 400 
86, 592, 000 237, 200 
90, 952, 000 248, 500 
93, 878, 000 257, 200 
97, 532, 000 267, 200 
101, 183, 000 277, 200 
T, 211, 406, 000 
103, 377, 000 282, 500 
112, 600, 000 308, 500 
138, 468, 000 379, 400 
262, 876,000 720, 200 
228, 933, 000 625, 500 
232,492, 000 637, 000 
224, 673,000 615, 500 
231, 196, 000 633, 400 
231, 811,000 633, 400 
292, 534, 000 801, 500 
3,270, 366, 000 
227, 329, 000 622, 800 
188, 830, 000 517, 300 
178, 128, 000 486, 700 
172, 010, 000 471, 300 
174, 305, 000 477, 500 
40, 071, 857% 
205, 908, 823 564, 100 
213, 111,732 582, 300 
237, 034, 581 649, 400 
248, 982,472 682, 100 
224, 181,926 614, 197 
5, 380, 259, 391 
221, 837, 630 606, 114 
228, 035,591 624, 755 
246, 482, 186 675,294 
283, 647, 839 777, 117 
310, 931,599 849, 540 
325,931,989 892, 964 
314, 640,100 862, 028 
334, 035,777 915, 167 
341, 114, 802 932, 008 
333, 984,240 915, 025 
8, 320, 901, 144 
328, 577, 736 900, 213 
354, 554,256 971, 382 
359, 449, 601 982, 103 
365, 084, 795 1,000, 232 
355, 865, 420 974,974 


TABLE 





I! 


BARRELS 


DAILY 


PER WELL 


25 


29. 


37 
37 
38 
36 
38 
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30. 
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76 
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54 
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GRAVITY DISTRIBUTION OF PRODUCTION IN CALIFORNIA 
JANUARY 1955 











Cumulative 

Production No. of % of State Production No. of Cumulative 
API Gravity B/D Wells Production B/D Wells Percentage 
Under 10° 6, 841 75 7” 6, 841 75 2 
10 - 11.9 34,259 583 3.55 41,100 658 4.26 
12 - 13.9 20,001 3,206 2.08 61,101 3, 864 6.34 
i4 - 15.9 83, 872 6, 282 8.70 144,973 10, 146 15.04 
16- 17.9 57,923 2,785 6.01 202,896 12,931 21.05 
18 - 18.9 26, 336 1,592 2.73 229,232 14,523 23.78 
Total Group: 229,232 14, 523 23.78 
19 - 19.9 34,258 1,018 3.55 263,490 15, 541 27.33 
20 - 21.9 75,819 3,497 7.87 339,309 19,038 35.20 
22 - 23.9 84,411 2,584 8.76 423,720 21,622 43.96 
24 - 24.9 67, 593 2,320 7.01 491,313 23,942 50.97 
Total Group: 262,081 9,419 27.19 
25 - 29.9 145, 240 3,705 15.07 636,553 27,647 66. 04 
30 - 31.9 65, 889 1,326 6. 84 702,442 28,973 72.88 
Total Group: 214, 129 5,031 21.91 
32 - 32.9 117, 346 1,571 12.18 819, 788 30, 544 85.06 
33 - 33.9 8,924 281 93 828, 712 30, 825 85.99 
34 - 34.9 19,819 378 2.05 848, 531 31,203 88.04 
35 - 39.9 91,021 1,414 9.44 939,552 32,617 97.48 
40 and Over 24, 326 342 2.52 963, 878 32,959 100.00 
Total Group: 261,436 3, 986 27.12 


GRAND TOTAL: 963, 878 32,959 100. 00 
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VOLUME OF CRUDE PRODUCE IN CALIFORNIA BY GRAVITIES — B/D 


(PLOTTED FOR JANUARY OF EACH YEAR) 
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Newly Discovered Fields and/or Pools 
for 9 years 1946-1954, incl. 








No. of Production 
Producing for Cumulative 
Year of Wells December 1954 Production 
Discovery December 1954 B/D to 12/31/54 


1946 204 8,916 34, 890, 336 


1947 933 36, 793 64, 700, 051 


1948 620 31,566 72, 834,230 


1949 454 39,960 93,064, 193 


1950 191 9, 765 15,312,073 


1951 241 13,332 13,285,570 


1952 294 21,078 17,319, 630 


1953 182 14,057 6, 885, 023 


1954 146 24, 682 2,918,901 


Total All Newly 
Discovered Pools 
1946-1954, incl. 


200, 149 321,210,007 


State Total 959,949 3,048, 743, 000* 


% of New Fields 
and Pools to 
State Total 38,3 9.9 


* Total State Production for 9 years, 1946-1954, incl. 
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Date of 
Discovery 


New Field and Pool Discoveries during Year 1946 





Names of Fields and Pools 


Wells and Production 
December 1954 
Cumulative No. of 
Oil Production Producing Production 
to 12/31/54 Wells B/D 








11-10-46 


McKittrick - Cymric - Bolton 
East Los Angeles 
Leffingwell 
La Mirada 
McKittrick-Salt Creek Main-Carneros 
McKittrick - Cymric - Woody 
Casmalia - Arellanes 
Poso Creek-Premier West (abandoned) 
Ramona - Black 
Newhall-Potrero - 5th 
East Dominguez 

(now Del Amo Estate Block) 
Newport West - Anaheim Sugar Area 
Newport West - Aldrich Area - "'C" 
Jasmin 
North El Segundo (now Hyperion) 
Alondra 
Mountain View-Earl Fruit Area-Lamont 
Potrero - Inglewood City Area 
McKittrick - Cymric - Phacoides 


Total of 1946 Discovery Group: 


71,054 
3,324,929 
214, 117 
25,250 

11, 825, 731 
630,090 
134, 688 

3, 660 

804, 046 
6,559, 406 


1,038, 058 


34, 890, 336 
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New Field and Pool Discoveries during Year 1947 





Wells and Production 
December 1954 
Cumulative No. of 
Date of Oil Production Producing Production 
Discovery Names of Fields and Pools to 12/31/54 Wells B/D 








Olivera Canyon 

(first production 6-20-44) 1,524, 174 
West Mountain - Sespe 

(first production 2-45) 1,715, 616 
Mountain View-Arvin Area- Lower 

Chanac - Santa Margarita 

(now " Others") 2,236, 647 

(first production 12-6-45) 
Mountain View- DiGiorgio - Schist 

(first production 11-5-46) 99,979 
Coyote West - "138" 926, 953 
Elwood - Sespe West 524,917 
Kettleman Middle Dome - Eocene 327,731 
San Joaquin - Eocene 526,495 
Edison - West Area - Second Duff 13,661, 726 
Montalvo West - McGrath 1,650,278 
Mc Donald Anticline - Bacon Hills Area 165, 185 
McKittrick-Belgian Antic line -Oceanic 5,442, 162 
McKittrick-Belgian Anticline-Rankin 15,279 
Midway-Sunset - Midway East-Pacific 727, 875 
Four Deer - Miocene 831,054 
McKittrick - Sheep Springs - Oceanic 748, 170 
Long Beach-Old Area-De Soto-No. Flank 
Newport - Mesa Area - Cagney 
McKittrick-Belgian Anticline-Pt. of Rocks 
Del Valle - East Area - Lincoln 
Four Deer - Contact 

(figures included with Miocene) 
Lawndale - Johnson 1,279,058 
Aliso Canyon - Del Aliso 2, 150, 962 
Huntington Beach - Old - Talbert 

(now Talbert Field) 35,901 
Kern Bluff 3, 639, 528 
Rosecrans-Northwest Area - Miocene 

7 & 8 (now Howard-Townsite, incl. 

Western Avenue) 2,408, 459 
Newhall-Potrero - 4th 

(figures included with 5th) 
McKittrick-Belgian Anticline-Phacoides 470, 582 
Ten Section - "53" 593,416 
Comanche Point 54,059 
San Ardo - Lombardi 21,512,348 


Total of 1947 Discovery Group: 64, 700, 051 
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Date of 
Discovery 


New Field and Pool Discoveries during Year 1948 





Names of Fields and Pools 


Cumulative 
Oil Production 
to 12/31/54 


Wells and Production 
December 1954 





No. of 
Producing 
Wells 


Production 
B/D 





Round Mountain - Alma - Vedder 
(first production 2-12-47) 

Coles Levee North - "68-29" 
(first production 1-10-47) 

San Emigdio - Miocene 

Dominguez Southeast - 5th & 7th - 
Miocene 

Newhall-Potrero - 7th 

Del Valle - Vasquez "14 

Midway-Sunset - Pentland 

Petaluma 

Wheeler Ridge - Coal Oil Canyon 

Cuyama -Russell'"'28' ) Dibblee 

Cuyama -Colgrove "37" ) Pool 

Del Valle - N.L.F. 3-1 

Guadalupe 

Tejon Hills - S 

Ciervo 

Coal Oil Point - Vaqueros 

Guijarral Hills - Leda 

Belmont Off-Shore 

Gosford East - Stevens 

Newhall-Townsite 

San Ardo - Campbell - Aurignac 

Newhall-Potrero - 9th 


Total of 1948 Discovery Group: 


373,340 


237,242 
1,796 


691,035 
1,478, 146 
762, 859 
23, 809 
8,555 
1,120, 183 


29, 546, 145 
47,076 
2,268, 386 
4, 587, 390 
28, 562 

620 

15, 121, 671 


12, 573, 700 
50,112 


72, 834, 230 


New Field and Pool Discoveries during Year 





Russell Ranch - Main - Colgrove No. 
- Colgrove So. 

Greeley - "12-21" 

Placerita - Juanita 

Guijarral Hills - Allison 

Cuyama South - Homan 

Calder - Stevens 

Salt Creek - West Area-Phacoides 

Lion Mountain - Eocene 

Wasco - Eocene 

Russell Ranch - Griggs-Dibblee 

San Miguelito - Third Grubb 

Tejon Ranch - Western Area-Reserve 


Total of 1949 Discovery Group: 


2,216,201 
3, 632, 731 
77,997 

16, 306, 136 
3,879,214 
61, 658, 523 
216, 975 
427,591 
79,717 
241,458 
422,385 

3, 876, 142 
29, 123 


93, 064, 193 
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New Field and Pool Discoveries during Year 1950 





Wells and Production 
December 1954 














Cumulative No. of 
Date of Oil Production Producing Production 
Discovery Names of Fields and Pools to 12/31/54 Wells B/D 
1-15-50 Castaic Junction-N.L.F.1 (now ''21") 260, 252 4 254 
2-23-50 Tunis Creek - Corral 
(now Tejon Hills - V) 1, 130,900 26 591 
3- 2-50 Del Valle-Kinler Area-Del Valle 151,387 4 40 
3-18-50 Tapo Canyon South -McQuaid 
(combined with Terry) 1,295 - - 
4- 1-50 Morales Canyon - Government "' 18" 663, 347 7 225 
4-24-50 Aliso Canyon - Aliso 1, 674, 852 16 1,011 
5-10-50 Morales Canyon - Clayton 655,376 18 207 
6- 3-50 Antelope Hills North 1,618,199 10 267 
6-18-50 Willow Springs-Tunis Creek-Tecuya 
(now Tejon Hills - T) 735,461 20 382 
6-27-50 McKittrick - Telephone Hills 232,724 l 24 
7- 3-50 Las Llajas 20, 644 2 9 
7-23-50 Hanford 3,929 - - 
8-22-50 Cuyama - Hancock Area 
(now Taylor Canyon) 223, 673 2 93 
8-30-50 Lomerias 6,071 - . 
10-11-50 Del Valle - East Area - Barnes 
(Now Pliocene Gas Sands) 7,100 - - 
ll- 9-50 Cuyama South- Hibberd 1, 613, 826 15 696 
11-18-50 Aliso Canyon - Porter West 
(now abandoned) 2,433 - - 
11-22-50 Midway-Sunset - West Area - Ethel D 528,496 17 713 
12- 4-50 Edison Groves - Shields-Arms 410, 783 9 162 
12- 7-50 Castaic Junction-N. L. F.3 (now " 10") 2, 144, 670 28 2,975 
12-10-50 Honor Rancho - Wayside 3, 233,525 12 2,116 
Total of 1950 Discovery Group: 15,312,073 191 9,765 
New Field and Pool Discoveries during Year 1951 
1-11-51 Anaheim (now abandoned) 3, 856 - - 
2- 3-51 Montalvo West - Colonia 377,039 5 947 
4-16-51 Long Beach - Wardlow 1,473,009 21 448 
4-18-51 Race Track Hill - Portals-Berry 170, 878 ll 75 
5- 8-51 Cuyama Central 22,939 l 14 
5-22-51 Pleito Creek 400, 238 14 375 
6-10-51 Camden 115, 185 + 58 
6-13-51 Weldon Canyon 144, 817 2 117 
7- 6-51 Del Valle - South Area 34, 646 1 16 
8-10-51 Wilmington - F.B. V - Tar 4,723,031 91 4,998 
9- 3-51 Aliso Canyon - Mission-Adrian 8,504 l 2 
9-12-51 Castaic Hills - Sterling 3,785, 625 55 2,475 
9-24-51 Rosedale - Stevens 1, 257, 127 19 1,291 
10-31-51 Aliso Canyon - Aliso West 19,485 l 12 
10-22-51) 
2-11-51) Re. Belgian Anticline Northwest-Phacoides 779, 642 14 2,502 
12- 9-51 Playa del Rey - East Area - Kidson 15,722 l 2 
Total of 1951 Discovery Group: 13,285,570 241 13,332 
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New Field and Pool Discoveries during Year 1952 





Wells and Production 
December 1954 








Cumulative No. of 
mn Date of : Oil Production Producing Production 
4. Discovery Names of Fields and Pools to 12/31/54 Wells B/D 
54 Wilmington -Harbor-F.B.V-A-Ford 
(completed 3-4-50) 684, 413 5 461 
71 Cuyama Group-Russell Ranch- West 
40 (completed 10-29-51) (Redrill) 122 - - 
Tejon-Grapevine - V Pool 417,034 11 367 
id (completed 12-6-51) 
25 l- 8-52 Goosloo - Stevens 2,131 - - 
11 1- 8-52 Elk Hills - 29-R - Carneros 29,557 - - 
07 1-11-52 Antelope Hills - Phacoides 10,376 2 9 
67 1-30-52 Castaic Junction - 15 : 398, 723 4 516 
: 1-31-52 Santa Maria Valley - Houk 509, 738 5 502 
82 2- 4-52 Newport West-Surf Area-East Block 295,778 18 611 
24 2-10-52 Welcome Valley 8, 102 17 2 
9 2-20-52 Seal Beach - South Block - Lane 537,619 » 577 
; 3- 4-52 Long Beach - Old Area - Circle 
93 (included with Main - Upper) - - - 
3-18-52 Buena Vista-Buena Vista Hills- Antelope 2, 754, 977 38 3, 815 
r 3-30-52 Wilmington-Harbor-F.B.V-B - Ford 761, 582 8 491 
: 3-30-52 Santa Fe Springs-O'Connell Southeast 360, 600 6 132 
696 4-14-52 Wheeler Ridge - Eocene 2,012,075 16 4,035 
5- 2-52 Torrey Canyon - Deep Sespe 2, 208, 826 14 3, 103 
4 5- 9-52 Bitterwater ; 47,135 6 44 
713 5-11-52 Coalinga East Extension-Nose- Vaqueros 50,128 2 50 
162 : 7- 8-52 Horse Meadows 23, 144 1 19 
975 7- 9-52 Los Lobos - "18-21" 387,211 9 392 
116 8- 4-52 Cymric-Sheep Springs Area-Phacoides 71, 968 2 59 
8- 4-52 Careaga 5,060 - - 
765 8-15-52 Oakridge 2,415, 874 39 2, 696 
8-21-52 Shiells Canyon - Basolo 272, 461 14 368 
9- 6-52 Edison - Main Area - Graham 
(now incl. in Race Track Hill) - - . 
- 9-14-52 Lost Hills - "G-1" 882,435 38 614 
947 9-19-52 Jesus Maria 50, 759 . - 
448 9-25-52 Wilmington-Harbor-F.B.V-A - U.P. 235,531 4 272 
75 10-20-52 Midway-Sunset - West Area - 
14 General American 507,070 B 833 
375 10-20-52 Wilmington-Harbor-F.B. VI - Ford 753,534 8 833 
58 ll- 7-52 Russell Ranch-Main - Russell" 15-9' 251,570 11 277 
117 
a Total of 1952 Discovery Group: 17,319, 630 294 21,078 
2 65499 O—55———15 
,475 
,291 
, 302 
2 
., 332 
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New Field and Pool Discoveries during Year 1953 





Wells and Production 
December 1954 
Cumulative No. of 
Date of Oil Production Producing Production 
Discovery Names of Fields and Pools to 12/31/54 Wells B/D 











12-25-52 Race Track Hill - Jeppi 383,463 14 
l- 7-53 Wilmington-Harbor-F.B.V-B -U.P. 549, 168 10 
1-25-53 Midway-Sunset - Miocene Miscellaneous 32,196 3 
2-12-53 Tapo Canyon South - Terry 1, 655, 329 17 
3- 1-53 Belgian Anticline Northwest-Phacoides 

(included in Carneros) - 
3- 5-53 Cat Canyon West - Alexander 1,390,290 
3-15-53 Midway-Sunset -Santiago- Metson 54,997 
3-19-53 Tejon Flats 8, 936 
4- 4-53 Mountain View - Wible (Nozu) 179, 982 
4- 4-53 Lost Hills Northwest - W-4 

(now Lost Hills - Farnsworth) 9, 699 
4-16-53 Olive 52,729 
5- 6-53 Race Track Hill - Chanac 

(included with Portals-Berry - 1951) - 
5-16-53 Mission - "6-1" 35, 767 
7- 2-53 Lost Hills - Main - Carneros 1,543 
7-14-53 Oxnard - McInnis 41,695 
8- 7-53 Wheeler Ridge - Gordon 345,791 
8-21-53 Elk Hills - "31-S" Area - N 592 
8-24-53 Newport West-Huntington Avenue - C 14,315 
8-29-53 Wheeler Ridge - "276-29" 49,934 
8-29-53 Cymric-Welport Area-Point of Rocks I 99,369 
8-30-53 Rio Bravo - Helbling 102, 870 
9-12-53 Brea-Olinda - Olinda East 4,196 
9-14-53 Sansinena - East (now Miocene C & D) 460, 640 
9-18-53 Whittier - Central Area - Fee 77 189, 669 
9-28-53 Bandini 190, 030 
9-29-53 Aliso Canyon - Frew 52, 609 

10- 7-53 Rincon -Padre Canyon Area - "A-35" 41, 669 

10-23-53 Guijarral Hills West - Leda 494,798 

10-28-53 Edison Groves - D-L-K 27,528 

ll- 1-53 Pyramid Hills - Orchard 9,927 

ll- 2-53 Torrey Canyon - Eocene 

(combined with Lower Sespe) - 

11-25-53 Wheeler Ridge - "424-28" 56,097 

11-28-53 Greenacres - Billington 11,395 

12- 4-53 Coles Levee North - Richfield Western 

Area- "67-29' 2, 895 

12- 8-53 Canfield Group - Old River - Stevens 36, 705 

12-12-53 Newport West - Off-Shore Area 63, 964 

12-13-53 Mission - "5-1" 68, 813 
2-16-53 Los Lobos - "27-20" 155, 737 

12-22-53 Simi - Strathearn Area 

12-25-53 Greenacres - Plank 

12-27-53 Timber Canyon - Loel- Maxwell 12,125 


Nt 


uN 


NN BRK NOOO PK NW RK! 


Total of 1953 Discovery Group: 6, 885, 023 
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New Field and Pool Discoveries during Year 1954 





Wells and Production 
December 1954 
Cumulative No, of 
Date of Oil Production Producing Production 
Discovery Names of Fields and Pools to 12/31/54 Wells B/D 








Deer Creek 

(first production 12-12-53) 20, 354 
Guijarral Hills - Leda North 1, 138, 836 
Pyramid Hills - Dagany 

(formerly Dagany Gap Field) 36, 736 
Beverly Hills - 20th Century-Fox 2,708 
Long Beach -Airport Area 603, 696 
Yorba Linda - Shallow 29,819 
Huntington Beach-Huntington Avenue 

Area - Main 55, 888 
San Clemente 1,452 
Oxnard - Livingston 184, 684 
Belgian Anticline - R-K Area - Point 

of Rocks III (carried with Northwest 

Area - Point of Rocks III) - 
Fillmore - Spalding 129, 832 
Richfield - North Area 7,556 
Alferitz Anticline - Miller 87,151 
Wilmington-Harbor-F.B.VI - U.P. 72, 169 
Oxnard - Lucas 1, 363 
Tejon-Grapevine - Central-Olcese 246, 974 
Bandini - Nordstrom Equivalent 

(carried in Bandini - undifferentiated) 
Lost Hills - Saunders 

(carried with Farnsworth Pool) - 
Devil's Den - Bates 6,214 
Sunset Beach 25,471 
Tapo Canyon South - Sespe 12,565 
Wheeler Ridge - RB-2 9, 827 
Lost Hills - Overall 2,101 
Castaic Hills - Rynne-Fisher 19, 742 
Midway-Sunset -Midway East- Exeter 142, 187 
Cascade 3,500 
Huntington Beach-Slough Area-Ramser 23, 382 
Cat Canyon West - Thomas 2,818 
Tejon-Grapevine-Central Area - J.V. 45,811 
Huntington Beach-Slough Area-Lomita Lands 3,058 
Seal Beach - North Block-East Extension - 

McGrath 2,491 
Tejon-Grapevine-Central Area-Transition 516 


ee oe. ee 


Total of 1954 Discovery Group: 2,918,901 
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Mr. Héserr. Now, at this point also in connection with the executive 
sessions which we had at that time and discussion which we had in 
connection with the status of General White and Mr. Stewart, the 
chairman received a call from General White that afternoon following 
the executive session, at which he asked the chairman to issue a state- 
ment in compliance with the suggestion made at the executive session. 
The chairman did issue such a statement, and without objection on the 
part of the committee I ask that that statement be made a part of the 
record, in order that it may be in accordance with the understanding 
of the executive session, and the testimony in open session the day 
previous. 

(The information referred to is as follows:) 


Press RELEASE, FOR IMMEDIATE RELEASE, JULY &, 1955 


Congressman F. Edward Hébert, Democrat, Louisiana, chairman of the Spe- 
cial Investigating Subcommittee of the House Armed Services Committee, 
referring to the testimony of Brig. Gen. W. W. White, Staff Director of the 
Petroleum Logistics Division in the Office of the Assistant Secretary of Defense, 
in which General White advised the subcommittee that while on active duty 
as a brigadier general in the Army Reserve he was receiving from Esso Export 
Corp. the difference between his earnings as a brigadier general and his salary 
as an official of that company, said: 

“IT have been questioned about the propriety of General White receiving an 
income from Esso Export Co. while on duty as a United States Army officer. 
I asked the question of General White and got a prompt response that he was 
receiving the difference between his salary as a brigadier general and his salary 
at Esso Export Corp. while he was recalled to active duty. This practice is 
in conformity with the long-standing policy of that company. 

“The policy of the United States Government is expressed in an act of Con- 
gress which specifically authorized the receipt of such payments by persons 
in the military service. What General White and his employer have been doing 
is authorized by the law. 

“Section 454 (f), of title 50, United States Code Appendix Universal Military 
Training and Service Act, provides: 

“*(f) Nothing contained in this or any other Act shall be construed as 
forbidding the payment of compensation by any person, firm, or corporation 
to persons inducted into the Armed Forces of the United States for training 
and service under this title, or to members of Reserve components of such 
forces now or hereafter on any type of active duty, who, prior to their induction 
or order to active duty, were receiving compensation from such person, firm, 
or corporation.’ 

“General White was educated as a cadet at West Point and sent as an Army 
officer to the Massachusetts Institute of Technology. He won his wings and 
his service ribbons on active duty for the United States. He resigned from 
the Regular service and went into the Reserve. As a Reserve officer, he was 
called back for duty. That service on active duty will terminate in February 
1956 unless there are hostilities. 

“The subcommittee’s inquiry was in conformance with its long-established 
practice of knowing all about witnesses appearing before it. The subcommittee 
has the duty of weighing the value of a witness’ opinion in the light of experi- 
ence and interest, just as background. There is no implication indicated or 
suggested by any question asked by the subcommittee that there was any 
violation of law. The statute makes that clear. 

“Mr. H. A. Stewart, of the Oil and Gas Division of the Interior Department, 
was receiving retirement pay from the Texas Co. We have a right to know 
that he was an employee of the Texas Co. 

“The money he is receiving is money which he earned and is being returned 
to him as an annuity for the 30 years he paid into this company’s funds. 

“No statutes of the United States prohibit anyone from purchasing a retire- 
ment annuity, whether from his company or another concern, and then working 
for the Government. 

“I am not passing any of the proprieties involved. That is a matter of 
individual judgment and choice. There has been no violation of law. 


“F. Epwarp H&rert, Chairman,” 
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WASHINGTON 7, D. C., July 14, 1955. 


Dear Mr. HéseERT: I want very much to express to you my sincere appreciation 
for the forthright and accurate clarification which you issued on July 8 in con- 
nection with my testimony before the Investigations Subcommittee of the House 
Committee on Armed Services. The release should dispel some of the misinter- 
pretation and innuendoes which resulted from the publication of the United Press 
story. 

Sincerely yours, 
W. W. WHITE. 


Mr. Hésert. Now Mr. Courtney. 

Mr. Courtney. That is all for Mr. Kirk. 

Mr. Hepert. Mr. Bates. 

Mr. Bates. Mr. Chairman, I didn’t have the opportunity to go to 
California when the committee went out because uf legislation on the 
floor. But I would like to ask the witness the purpose of the insertions 
which he has made in the record here this morning. 

Mr. Kirk. We thought we would like to make the record as com- 
plete and factual as possible and we thought there was a lack of some 
information to make it complete. So that is why we asked to put them 
in at this time. 

Mr. Bares. Was that toward any particular end from your point 
of view? 

Mr. Kirk. Only to try to make the record as complete as possible. 

Mr. Bares. Is it to attempt to prove the degree of availability 
quantity of oil available for the west coast ? 

Mr. Kirk. I think it would; yes, sir. 

Mr. Bares. Then that is one of your real purposes? 

Mr. Kirk. One of the points that we brought up was the availability 
of Canadian crude on the west coast. This gives additional informa- 
tion on that point. 

Mr. Mitzer. Mr. Chairman. 

Mr. Hépert. Mr. Miller. 

Mr. Mitier. You say that since the close of World War II about 
$1,350 million has been invested on the west coast in oil and gas pro- 
ducing facilities. 

Mr. Kirk. One billion—I will have to check this. It is $1,353 mil- 
lion, approximately, is the announced value or original cost of these 
facilities which have been built or programed at the present time, 
including gas lines, product lines, crude oil lines and added refining 
capacity to the Pacific Northwest and such places. 

Mr. Mitier. Do you know if that was all private capital or is there 
uny Government money involved ? 

Mr. Kirk. I am certain it was all private capital. 

Mr. Mutter. All private capital ? 

Mr. Kirk. Yes, sir. 

Mr. Minter. Subscribed by people interested in the oil and gas pro- 
duction on the west coast ? 

Mr. Kirk. Yes, sir. 

Mr. Mriter. And for the west coast? 

Mr. Kirk. Yes, sir. 

Mr. Heserr. Mr. Courtney. 

Mr. Courtney. That is all. 

Mr. Heéserr. Mr. Fisher. 
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Mr. Fisner. How does crude production in California today com- 
pare with 5 years ago? 

Mr. Kirk. Well, today it is about 975,000 barrels a day. I would 
say it is a little more than it was 5 years ago. I probably have the 
figures with me. But I couldn’t tell you exactly what it was 5 years 
ago. 

Mr. Fisner. Actually, it is about the same, isn’t it ? 

Mr. Kirk. It has held pretty steady in recent years, that is true. 

Mr. Héserr. Mr. Glasco 

Mr. Kirk. Are you through? 

Mr. Courtney. That is all. Thank you, Mr. Kirk. 

Mr. Glasco, you are ready to go. 

Mr. Hepserr. You may be seated, Mr. Glasco. 

Mr. Grasco. <All right. 

Mr. Heperr. Proceed. You have a prepared statement ? 

Mr. Guasco. Yes, I have. Thank you. 

Mr. He&serr. You proceed in your own way, please. 

Mr. Suorr. I suggest that the witness wait until you can put in an 
appearance at the full committee and then come back. 

Mr. Héserr. The committee will be recessed for 10 minutes. 

(Short recess taken.) 

Mr. Hésert. The committee will come to order. 

When we had recessed, Mr. Glasco, you had just taken the stand. 
Now I suggest you proceed with your prepared statement, which I 
ask you please to do now. 





STATEMENT OF LOWELL GLASCO, PRESIDENT, WEST COAST 
PIPELINE CO. 


Mr. Guiasco. All right. 

My name is Lowell Glasco. I am the president of West Coast Pipe- 
line Co., a Delaware corporation, which presently holds a certificate of 
necessity for the construction of a pipeline for the handling of crude or 
products from the west Texas oilfields to the Los Angeles refining 
area. This company also presently has pending before the Office of 
Defense Mobilization an application for a certificate of essentiality. 

I appreciate the opportunity of appearing before this committee for 
the purpose of offering information, facts, and observations pertinent 
to the scope of the inquiry being conducted. 

In this presentation I shall attempt as closely as possible to limit 
my statement to the confines of the subject so Seed delineated by 
Chairman Hébert, and shall depart therefrom only when necessary to 
correct certain misinformation or impressions left by previous wit- 
nesses on matters germane to the general subject. 

In light of the limitations set forth by Chairman Hébert in con- 
nection with this hearing, we believe that consideration should be 
given to the following matters: The changing demand for petroleum 
porducts on the west coast, including both civilian and military de- 
mands; present and future supply of crude and products on the west 
coast; the time at which preparations for any emergency must take 
place; the new problems in petroleum transportation occasioned by 
nuclear weapons; and factual information concerning the proposed 
pipline. 
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All of the previous witnesses whose testimony is available to the 
general public have refrained from giving this committee a clear pic- 
ture of the rapid growth of demand for petroleum products on the west 
coast and the actual existing demand as determined by the Bureau of 
Mines. Much time and space has been given to the supply problem, 
but supply is only important when the actual facts of demands are 
known. 

In speaking of demand, I refer the committee to the table of petro- 
leum demands in district 5 which is attached to your copy of this pre- 
pared statement. This table has been prepared solely from Govern- 
ment documents and sources. If you will look at that table, you will 
notice that demands in district 5 are generally broken down by the 
Bureau of Mines into four categories, to wit, the strictly civilian 
demand, within district 5 itself, the military demand, the demand for 
shipments to Hawaii and Alaska, and the demand for shipments of 
petroleum products from district 5 to other States. 

Two things are not covered by the Bureau of Mines’ statistics: First, 
shipments to foreign countries, and, secondly, demands which the mili- 
tary might make if the products were available on the west coast. 

In connection with these two omitted items. we call the committee’s 
attention to the testimony of Mr. Fox, Oil Producers Agency of Cali- 
fornia, at Los Angeles, in which, on page 185, he refers to certain 
foreign shipments to the west coast of Central and South America 
and to British Columbia. 

We have been unable to ascertain the extent of these shipments 
from Government documents, but they are apparently an additional 
factor of district V demands. 

With respect to purchases which the military might make if avail- 
able in California, we call the committee’s attention to a Department 
of the Interior memorandum from C. E. Davis, Assistant Deputy 
Administrator to J. Ed. Warren, Deputy Administrator, dated No- 
vember 13, 1952, wherein it was aaied: 

There is a shortage of both crude oil and products on the west coast. The 
seriousness of the shortage is indicated by the fact that the military has been 
forced to purchase approximately 37 percent (50,000 b/d) of its west coast re- 
quirements from United States gulf coast and Caribbean ports at a substantial 
increase in cost by reason of the abnormal transportation expense incurred. 

At this point I want to depart from my prepared statement for 
just a moment to call the committee’s attention to the fact that on 
October 21, 1952, Col. Douglas R. Brown, the then executive officer of 
the Armed Services Petroleum Purchasing Agency, sent a report to 
Gen. Alfred H. Johnson, of the Munitions Board staff, which report 
we do not have and are unable to obtain, but we are sure this committee 
can secure. 

It is our information that the report and the tabulations attached 
thereto will show these things: 

(1) That the military was obliged to purchase a large part of the 
west-coast requirements on the gulf coast; 

(2) That such purchases were costing the Government some million 
dollars per month in transportation cost to the west coast; and 

(3) The construction of a pipeline to the coast to eliminate unneces- 
sary charges. 
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If classified information reveals the same situation today, then 
the current demand figures would need to be increased to reflect the 
true demand. 

Accordingly, it must be remembered that military demands set forth 
on the exhibit are actual sales and not what the military might pur- 
chase if it had the opportunity so to do except for the high cost of 
shipment to the west coast. 

With these explanations in mind we should like to call attention 
to the first subparagraph of the table on petroleum demand, which 
shows that in 1950 the total civilian demand alone in district 5 was 
790,153 barrels daily, and that this demand had increased in 1954 to 
904,554 barrels daily. 

More startling, however, is the fact that in comparing the first 
4 months of 1954 with the first 4 months of 1955, you will see that 
the civilian demand in district V has increased by nearly 80,000 barrels 
daily to 983,442 barrels daily, which is a 24.4 percent increase over 
1950. 

We think these increases are even more significant in light of the 
fact that it has occurred in spite of the claim of Mr. Stewart and 
oil-company witnesses that the importation of 1,200 million cubic feet 
daily of natural gas from west Texas and New Mexico has been affect- 
ing the need for oil production. 

References have Toes made to population increases on the west 
coast, but we think the committee will immediately catch the signifi- 
cance on the demand picture of the forecasts of the population in 1960 
and 1965 made by the United States Department of ae et Bureau 
of Census. 

According to the United States Department of Commerce Current 
pe eer Reports, Population Estimates Series, p. 25, No. 108, dated 
July 3, 1955, the actual total population on April 1, 1950, of the 5 
District 5 States of Arizona, Nevada, Washington, Oregon, and Cali- 
fornia was 15,396,196. 

According to a similar report known as Series P-25, No. 110, pub- 
lished February 20, 1955, the Bureau of Census estimates that the 
population for the same 5 States may reach 21,749,000 by 1960 and 
24,948,000 by 1965. A remarkable fact is that of these total increases 
of roughly 6 million by 1960 and 9 million by 1965, approximately 75 
percent of such increases is going to be in California. 

It should be apparent from the Bureau of Mines’ own figures and 
the Department of Commerce population estimates that the combined 
factors of increased usage of oil products, and increased population, 
are going to require large additional refinery capacities in California 
and the attendant additional increase in crude to supply the same. 

We suggest, therefore, that the position of Mr. Stewart of the De- 

artment of the Interior who testified that future crude supplies should 
¢ limited to present California refinery capacity is unrealistic. 

We are in no position to estimate future military demands, and 
therefore we make only two observations in connection therewith. 
With this country now at peace the military is presently buying in 
district V for delivery in district V approximately 115,000 barrels daily 
of petroleum products. What this would be increased to in wartime we 
have no way of knowing except for the second observation, which is 
an excerpt from a speech made by Maj. Gen. S. D. Sturgis, Jr., Chief 
of the Engineers of the United States Army, before the construction 
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division of the American Society of Civil Engineers, at New York 
City. 

Mr. Suort. I am glad to say now lieutenant general. 

Mr. Guasco. Yes; that is right. 

On October 21, 1954, when he stated: 

But the petroleum needs of the last war are indeed only a fractional part of 
those we foresee should we become engaged in another world conflict. 

The Government purchases on the west coast in 1945 amounted to 
about 400,000 barrels per day and if that amount is a mere fraction 
of the amount needed in any future emergency as indicated by General 
Sturgis, the ordinary citizen not having the advantage of restricted 
military information can well believe that the military demand on the 
west coast in the event of an emergency might well be a million bar- 
rels daily. 

No witnesses have yet indicated that it would be possible to shut off 
the civilian requirements on the west coast without stopping many 
of our major airplane plants and war industries. 

It would seem, therefore, that in any emergency at any foreseeable 
date within the next 10 years the combined civilian and military de- 
mands will be huge and provision must be made for meeting them. 

A great deal of this hearing has been occupied by testimony demon- 
strating the adequacy of a wy in district V for future peacetime 
and wartime requirements. All of the witnesses had practically the 
same story, beginning with Mr. Stewart and continuing with the major 
oil company representatives. The points made by those witnesses may 
be briefly stated as follows: 

1. The adequacy of California’s own crude supply ; 

2. The importation of Canadian crude via pipeline; 
3. The new products pipelines in district. V ; 

4. The importation of natural gas; 

5. Secondary recovery in California oil fields; and 
6. Offshore developments. 

Because the members of the committee expressed interest in these 
supply factors, we should like to make certain observations concerning 
each one. 

If the supply of California crude is adequate, then we should like to 
have somebody explain why it is necessary to presently import into 
California for California refineries in excess of 53,000 barrels daily of 
foreign crude, plus large additional amounts of natural gas, gasoline, 
and lube stocks from the gulf coast. 

We suggest that maybe the answer to the necessity of these imports 
lies in two factors: (1) The actual shortage of California crude; and 
(2) poor yields of many of the heavy California crudes. 

The average gravity of Middle East crude is 35.0 and that of the 
west Texas crudes 40.2, while that of California crudes is 27.3. This 
variation in gravities makes it desirable for California refineries to 
have these foreign crudes to obtain the lighter products which are in 
greater demand. 

In fact, as Mr. Stewart pointed out, these heavy California crudes 
are forcing new catalytic equipment in California refineries in order to 
utilize them. 

This fact will be further borne out by reference to the refinery 
yields of California compared to other States shown on table 8 of 
any Bureau of Mines monthly petroleum statement. 








~_ 








SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 1143 


As this committee learned in California, there is a difference of 
opinion between members of the California oil industry as to the 
adequacy of California’s own crude supply. Standard Oil of Cali- 
fornia, through Mr. Petersen, thinks they may need a 220,000-barrel 
line for crude in emergency. 

Mr. R. G. Follis, chairman of the board of the same company, 
stated in 1953 as follows: 

Frankly, Standard Oil Co. and, I believe, the other refiners on the west coast, 
are in a pretty tight spot so far as crude oil supply is concerned. * * * In the 
years following the war, our production attained still higher levels, until it 
presently is within reaching distance of 1 million barrels a day. * * * We are 
not finding the really big oil fields which characterized our former history. 
Furthermore, California has been producing a considerably higher percentage 
of its reserves than the balance of the country * * * foreign imports to the 
west coast may be necessary for some years to come. 

On the other hand, Messrs. Minckler and Fox stated that additional 
crude would not be needed in peace or war. 

The uncontradicted fact that California now imports crude in 
peacetime should not encourage faith in the sufficiency of their supply 
In wartime. 

2. The importation of Canadian crude via pipeline: Mr. Stewart, 
of the Department of the Interior, in his testimony has laid great 
stress upon the 300.000 barrels daily capacity of the Trans-Mountain 
pipeline and the reliance to be placed thereon in an emergency. 

In this he was joined by other oil company representatives. 

Without deprecating the importance of such serious questions as 
Canada’s own needs, lack of United States control and tanker ship- 
ments of such crude to California, the cold hard fact is that today, 
and at no foreseeable time in the future, is there any such thing as a 
300,000 barrel daily capacity. 

Mr. Spratt, president of the Trans Mountain Pipeline Co., who tes- 
tified at the behest of the Western Oil & Gas Association, made it 
clear that: 

(1) There were no present plans to increase the capacity of said 
line to 300,000 barrels daily now or in the future. 

(2) That if the line were increased it would take 18 months, or 
“closer to a year under emergency conditions,’ to bring the line up 
to 300,000 barrels daily. ! 

We wonder if these witnesses are willing to guarantee this commit- 
tee and the people of the west coast that there will be 12 to 18 months 
time to increase such a line after the emergency is upon us. 

If so, then why does Mr. Stewart not believe that any reliance 
should be placed upon a like period for building additional refinery 
capacity In an emergency. 

Happily, we feel this committee will look to the facts as they are, 
not what they some day might be. F 

3. The New Products pipelines to district 5: Only a few remarks 
need to be made in connection with existing and proposed products 
lines to district 5 from interior points. 

A. The Southern Pacific pipeline: This line is built to carry prod- 
ucts only, and under present plans will bring no products into Cali 
fornia, where the big present and future demand is and will occur, 
without the reversal of the line, and its initial capacity as constructed 
will be 13,400 barrels per day (the capacity of the line from El] Paso 
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to Phoenix), with a maximum capacity in that section of the line of 
24,000 barrels per day. 

B. The Yellowstone and Salt Lake pipeline: The only two pipelines 
actually supplying products to district 5 are the Yellowstone line 
from Montana to Spokane, with a capacity of 30,000 barrels daily and 
the Salt Lake pipeline from Salt Lake City to Pasco and Spokane, 
Wash. 

Contrary to the testimony and charts of Mr. Minckler, this line 

Mr. Gavin. At that point, pardon me for interrupting—who is Mr. 
Minckler ? 

Mr. Héserr. He testified on the west coast. 

Mr. Guasco. He is president of the General Petroleum Corp., which 
is part of the Socony Vacuum crowd. 

This line does not have a capacity of 42,000 barrels daily. The 
total capacity of this line into district 5 is only 22,500 barrels daily. 
Its larger capacity referred to by Mr. Minckler does not extend beyond 
Boise, Idaho, which is not within district 5. 

Mr. Courrnrey. Your source is the Oil and Gas Journal? 

Mr. Guasco. Beg pardon ? 

Mr. Courtney. Your source of that information is given at the 
bottom of the page / 

Mr. Guasco. Yes. 

Mr. Courtney. Oil and Gas Journal, February 14, 1955? 

Mr. Guasco. Yes. 

Mr. Gavin. It started in Oil City, Pa. It might be interesting to 
put that out. 

Mr. Guasco. Thus, operating at maximum capacity, the only prod- 
ucts lines into district 5 at the present time are 52,500 barrels daily, 
made up of the 30,000 barrels daily Yellowstone pipeline and the 
22.500 barrels daily Salt Lake pipeline. There is no testimony that 
these pipelines will or can be increased beyond that capacity in time 
of emergency. The only other possible extension of products lines is 
the limited Southern Pacific products line referred to above. 

The total capacity of all these products lines will not even equal the 
increase in the civilian demand in district 5 of 1955 over 1954, which 
amounted to approximately 80,000 barrels daily. 

4. The importation of natural gas: All witnesses opposing the con- 
struction of a pipeline have plac ed heavy reliance upon the charge that 
natural-gas importations into district 5 will reduce the demand for 
petr oleum products, and have asserted that such gas importations must 
be taken into consideration in meeting the demand of district 5 for pe- 
troleum products. There are two major errors in such a position: 
First, those witnesses have failed to show what the demand is for such 
natural gas in addition to the figures for the petroleum products de- 
mands put out by the Bureau of Mines. 

In other words, you cannot consider natural gas in meeting petro- 
leum products demands unless you add to the petroleum demand fig- 
ures the demands for natural gas. 

Secondly, since 1950 the supply of natural gas in California has 
grown from 1,936 million cubic feet per day in 1950 to 2,704 million 
in 1954, of which 1,282 million was imported from west Texas and 
New Mexico. 

Yet we respectfully call to your attention the tremendous increase 
in petroleum products demand that has gone on in district 5 during 
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the time that all of this gas has been used in California. Mr. Stew- 
art’s testimony and that “of others who have testified indicates that 
there is anticipated another 900 million cubic feet of gas to be imported 
into California and the Northwest within a few years, but there is 
no more reason to believe that this importation will have any appre- 
ciable effect upon the demand for petroleum eacges than the 1,282 
million cubic feet presently being imported has had. 

The facts speak for themselves: in spite of natural gas being im- 
ported, the demand for petroleum products is growing “by leaps and 
bounds. In the Northwest a large part of such gas importations will 
go to replace gas presently being manufactured for domestic use and 
for conversion of home appliances not now using petroleum products. 

When all of these facts are kept in mind, the role of natural gas 
in supplanting petroleum demands becomes minimal. 

Secondary recovery from oilfields in California has been fully ex- 
plained and asserted to be one of the salvations of the crude supply 
in California in times of emergency. Yet the oil industry’s own wit- 
ness Frank G. Miller, of Stanford, candidly stated that 
secondary recovery methods have been applied to a very limited extent in Cali- 
fornia to date— 
and while the same witness was hazy as to its cost, commonsense 
would seem to indicate that if it is both feasible and economical it 
would presently be used. Until secondary recovery results in real pro- 
duction it remains a possibility for emergencies if—but only if 
the emergency gives sufficient time to install the necessary equipment 
to make it a true factor. 

Here again the opponents to a pipeline have suggested to the com- 
mittee that national security can rest in part upon the availability of 
offshore oils. But what are the facts, by their own testimony? Mr. 
Stark Fox in his testimony said, first, that there may be as much as 
100,000 barrels daily of offshore oil available, but that must be quali- 
tied by his further statement that such capacity will not be available 
“until 5 years after such fields are opened.” The fields are not as yet 
opened, and the preliminary exploratory work remains to be done. 

True, we have here another possibility of additional supply, but in 
our current defense picture it still is only a possibility. 

We make no pretense of having military knowledge of what will 
occur in any future emergency, but from newspaper articles and state- 
ments of the military it is safe to say that attacks on our country by 
nuclear weapons are a danger which cannot be doubted. As Maj. Gen. 
S. D. Sturgis, Jr., stated on last October 21: 

Should war come in the future, we may envision multiple strikes with nuclear 
weapons at any and all portions of our farflung modern battle order, from the 
frontline troops clear back along the line of supply to the production centers 
at home. In swift reaction, the whole vast array must disperse, 
air or truck or rail, to small beach and airheads, to small units speeding 
across country, to high-performance aircraft searching the skies, supported by 
a flexibly organized and mobile production and supply system—all moving 
and working and keeping contact largely by means of petroleum and its products. 


by ship or 


As a graphic illustration of what a nuclear attack might do to the 
California oil wells and refineries, 1 have several copies of a map 
which shows the intense concentration of wells, holding tanks. and re 
fineries in the Los Angeles area. If the members of the committee will 
take a look at these maps—I would like for you to have these maps, 
please. 
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Mr. Suorr. I might say to the witness, Mr. Chairman, that we 
flew over this area as we left Los Angeles the other day. But these 
are excellent maps. 

Mr. Guasco. I would like for those to be made part of the record, 
if you don’t mind, please. 

(Glasco exhibit 1.) 

Mr. Guasco. You will notice that those maps, gentlemen—that 
the center map shows those circles. The first one in the center there 
is a mile radius, the next one is the 2-mile radius, and then we have 
the long line, where a bomb dropped in this area would take in a 34- 
mile radius. You will also notice in green that that is the oilfields on 
the west coast, which is a very closely drilled and concentrated are 

And you will see the old Signal Hill area over here to the right. 
We have tried to illustrate there what a bomb would mean in this 
particular area 

You will also notice that the oil tanks and all your storage facilities 
on the companies are well within this range. 

Mr. Miter. Just looking at this, isn’t there a slight mistake? 

Isn’t this thing that you have, marked “1-mile”—isn’t that actually 

2-mile radius ? 

Mr. Guiasco. No. It isa 1-mile radius. 

Mr. Mitxer. I just compared it on the scale. 

Mr. Guasco. That map has been reduced to half size. 

Mr. Mixer. I just prepared a scale here and I think 

Mr. Guasco. If you notice, the scale has been reduced by one- 
half, too. 

Mr. Mivier. The scale and the map have been reduced both, to me. 

Mr. Guasco. Excuse me just a minute. I would like to show you 
this: This is reduced one-half size. 

Mr. Miutier. That is all right. This is reduced one-half. There 
is 1 mile. Now, remember, in this part out here—there is your half 
mile. This starts at zero here. So that is a 1-mile radius. 

Mr. Guasco. Well, let me tell you—— 

Mr. Mitier. Just a minute. Let me show you something. I know 
what I am doing. That is, where you have a 1-mile radius is a 2-mile 
radius. 

Mr. Guiasco. Well, I would like to explain that, if you will allow me. 

Mr. Mituer. All right, you explain it. 

Mr. Guasco. All right. 

This isa national map. This is a map by the Department over here 
that costs 50 cents apiece. They are all joined together. The circle 
was drawn off the scale at the bottom. 

Mr. Minuer. The scale as I have just shown you 

Mr. Giasco. But the map was reduced to half size. 

Mr. Mitxer. [I will submit it to any engineer and let him deter- 
mine it. 

Mr. Guasco. That is all right. 

Mr. Hesverr. Continue your testimony. 

Mr. Miter. Incidentally, if you know the Los Angeles area, you 
know that 1 mile is a pretty small distance. 

Mr. Hészerr. Los Angeles? The longest mile in the world is in Los 
Angeles. 

Mr. Suorr. The bottom of page 14, you were. 

Mr. Heéserr. All right, Mr. Glasco. 
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Mr. Guasco. If the members of the committee will take a look at 
these maps you will notice that it would be possible with one well- 
placed bomb to wipe out a good percentage of district 5 supplies. If 
this were done, then it would be physically impossible to replace those 
supplies by rail or tank car—not only because of the damage to the 
Los Angeles terminals of such means of transportation, but because 
World War II demonstrated beyond doubt that the railroad lines are 
physically limited in what they can handle. 

This fact is clearly demonstrated by pages 94 and 95 of the volume 
Petroleum Administration for War, of which I have several copies 
that I will hand the committee as exhibits. 

(Glasco exhibit 2.) 

Mr. Courtney. Mr. Chairman, may I ask a question of the witness ¢ 

Mr. Guasco. Yes. 

Mr. Courtney. I take it that this reproduction is from an official 
document; is it? 

Mr. Guasco. Yes. 

Mr. Courtney. And not from a copyrighted source ? 

Mr. Grasco. No. It is from the Petroleum Administration for 
Defense. 

Mr. CourtNey. Bulletin. 

Mr. Grasco. The same comes out of the Department that Mr. 
Stewart is head of, over here. 

Mr. Courtney. It isa parte bulletin ? 

Mr. Guasco. It is a public bulletin and prepared by the PAD, Pe- 
troleum Administration for Defense. It is available. 

Mr. Courtney. I just wanted to be clear there are no copyrights 
involved. 

Mr. Guasco. That is right. 

Now, there has been a question as to the tank car shipment. I 
would like to read this into the record here. 

The long experience gained in routing tank cars to the east coast provided 
incalculable value when the mounting tempo of the Pacific war made it neces- 
sary to supplement California’s peak production with oil from the interior of 
the country. Until May 1948, tank car shipments to the west coast seldom 
averaged more than 10,000 barrels daily, mostly consisting of gasoline and 
other special military products. Beginning in June, however, an additional 
deficit of about 30,000 barrels a day developed and deliveries of product by 
tank car, mostly from Texas, reached the 40,000 barrel level in September 1943, 
and stayed at that level until 1944. Even this relatively small movement re- 
quired careful coordination, more than 4,000 tank cars had to be used when 
they could ill be spared from the east coast service. (See chart on p. 95.) 

This chart reflects—it shows the buildup on the right side there. 

In the summer of 1944, west coast production and refinery runs had reached 
peaks fur above any former records, but still there was not enough oil there 
to fuel the drive to Japan. Tank car shipments mounted rapidly to more than 
100,000 barrels a day, and by May, 1945, had climbed to an average of 165,000 
barrels. During the week of June 9 the average was 192,000 barrels daily. 

It is difficult to find the words to describe the problems involved in moving 
that quantity of oil across the Rockies. Undoubtedly, it was more difficult than 
moving five times as much over a longer distance in the east-coast service. 

The main limiting factor was the small capacity of the railroads themselves. 
Only 7 lines cross the Rockies, and they are all single-track except for a portion 
of 1 of them. Competing with oil for the use of these tracks were hundreds of 
thousands of men bound for the war, and thousands upon thousands of tons of 


other war immaterial. Therefore there was a definite ceiling in the number of 
cars which could be handled. 
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As on the east coast, then, the solution was symbol trains. During the June 
1944 to June 1945 period of large shipments to the west coast, from 10,000 to 
14,000 cars were used; the maximum, with oil as a priority shipment in June to 
July 1945, was 17,400 cars, the limit which could be handled by the railroads. 


I want to make this part of the record. 

Mr. Courrney. Mr. Chairman, the witness requests that this por- 
tion of his statement be made a part of the record. 

Mr. Héserr. Without objection, it will be made a part of the record. 

(The statement is as follows :) 


CRUDE FOR MIDWESTERN REFINERIES 


Before the war the large refining industry in the Midwestern States has been 
almost self-sufficient in respect to crude-oil supplies, but gradually the declining 
production became less and less able to fill the demands of the refineries. Only 
outside the area—and that meant the Southwest—could enough crude oil be 
obtained. 

Normally that would have been a job for the pipelines; in fact, before the 
war there had been excess pipeline capacity which might have filled the gap. But 
the east coast emergency had come first, and every available pipeline, includ- 
ing the new ones, was busy carrying oil past the Midwest into the East. 

Here again the tank car had to assume a large part of the load. But there 
was a stumbling block in the beginning. Railroad rates were so high that they 
practically precluded transportation of crude by tank car. 

Those responsible for devising means of transporting crude from the west 
Texas fields to the refineries in district 2 decided that the only feasible way to 
remove the block was by means of a compensatory adjustment plan similar to 
that by which RFC eased east coast transportation costs. 

After PAW paved the way a committee of 51 refiners of district 2, to expedite 
action, went to Washington and on January 10, 1944, placed their plan before 
Economie Stabilizer Fred M. Vinson. They pointed out that there was more 
than 200,000 barrels of idle refining capacity in district, that normal means 
of transporting crude into the district was the pipeline system, that, this was 
no longer available to move west Texas crude (because it was being used to 
move oil to the East), and that under prevailing conditions refiners of district 
2 could not reach out for crude supplies if they were to move by rail. They 
argued that, with OPA-fixed prices for products, they sought only to recover 
extraordinary costs growing out of the war. 

Economie Stabilizer Vinson recognized the need and the Midcontinent Crude 
Compensatory Adjustment Regulation No. 5, retroactive to December 4, 1943, 
was issued on January 22, 1944. Under the regulation, adjustments could be 
claimed by district 2 refiners on west Texas sour crudes, sweet crudes from any 
part of Texas, crudes from parts of Louisiana, Arkansas, and Wyoming, and 
also on shipments within district 2. Traffic-department facilities of several 
companies were utilized to compute the excess cost of tank-car transportation 
over normal pipeline transportation. And once again Government-industry co- 
operation had proved its value in surmounting obstacles. 


Mr. Gtasco. Likewise, the limitation on tankers as a means of 
supply to either coast in an emergency has been demonstrated to be 
so problematical that no one today seriously contends they would be 
sufficient. However, for the convenience of the committee I am sub- 
mitting two small maps showing tanker distances and the subhunting 
ground they must traverse. 

Here are some more maps I would like to hand you. 

(Glaseo exhibits 3 and 4.) 

Mr. Courtney. Mr. Glasco, with reference to these copies, again, 
the same question. 

Mr. Guasco. Yes. 

Mr. Courtney. Is there any question of copyright involved ? 

Mr. Guasco. No; there is no copyright involved in there. 

Mr. Courtney. And what is the source? 
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Mr. Griasco. Wait a minute, excuse me. This may be. This one 
here may come under that, because that is part of the Standard Oil 
of California’s report to the stockholders, explaining to them how they 
enjoyed such a good position out there by being isolated from the rest 
of the world. So this was—— 

Mr. Courtney. Now, that is the second document. Well, we will 
solve that when we come to it. 

Mr. Guasco. Allright. We are to it now, so—T[ Laughter. | 

Mr. Fisuer. Mr. Chairman, since this is not going in the record, 
I think you might briefly put in the record what the exhibit shows. 

Mr. Courrney. Now refer to this first exhibit, if you will. 

Mr. Guiasco, All right. 

Mr. Courtney. I don’t think that is producible in the Government 
Printing Office. 

Mr. Guasco. All right. 

Mr. Fisner. Just outline the distances that are set forth in the 
Standard Oil release. 

Mr. Guasco. Yes. You will notice that this map shows the Per- 
mian Basin of west Texas and New Mexico, which is the focal point 
of the big reserves in west Texas. 

Mr. Courrney. Mr. Glasco, that is not a Standard Oil document, 
is it? 

Mr. Grasco. Oh, no. This is of our own. 

Mr. Courtney. This is something that you prepared yourself ? 

Mr. Guasco. Yes; and it shows there from the corner of New Mexico 
that it is 886 miles. However, their line has been increased from 
Midland, Tex., which makes it a distance of 1,058 miles. You will 
notice that in shipping crude oil from west Texas to the gulf coast 
is a distance of 550 miles. The crude that we ship out in that district 
has to go to the gulf coast or to the Great Lakes area. 

Now, then, to pick up that crude and/or products in the Houston 
area and take it around to the Los Angeles area is a round trip of 
8,812 miles. 

Mr. Fisner. Of course, that takes you through the Panama Canal. 

Mr. Guasco. That is the Panama trip. 

Mr. Fisuer. If the Panama Canal were knocked out, it would be 
much further; wouldn’t it? 

Mr. Guasco. I imagine it would be quite a distance. 

Mr. Mitirr. Just a minute. You said this was a round trip. 

Mr. Guasco. A round trip; 4,400 miles distance there; yes, sir. 
Tankers seldom have, you know, returning cargo. So it is limited 
to that. 

Mr. Heéserr. All right. Continue. 

Mr. Grasco. All right. We have that map. 

Mr. Courtney. You have this exhibit from the Standard Oil. 

Mr. Suorr. A tanker really has to travel 8,812 miles in order to 
deliver its cargo. 

Mr. Guasco. Cargo, yes; because there is no back-haul on it. 

Mr. Suort. It has to get back to its source of supply before it can 
deliver ? 

Mr. Guasco. Yes, sir. 

Mr. Courrney. Mr. Chairman, so the record will be clear on it, 
may the map to which the witness has just referred in his testimony 
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be marked as an exhibit? I think it better be called Glasco exhibit 
No. 3. 

Mr. H&éserr. Without objection. 

Mr. Suort. Yes. 

Mr. Courtney. Again subject to the same problem. If it can be 
reproduced by the Public Printer. 

Mr. Guasco. Well, this came out of I think last year’s statement of 
the Standard Oil Co. of California. 

Mr. Courrney. Now you are referring to a document which will be 
marked, Mr. Chairman, “Exhibit 4” of Mr. Glasco’s testimony. 

Mr. Giasco. You will notice that they have outlined the mileage in 
nautical miles, from Arabia to California. That is 11,400 miles. Then 
you also have the Sumatra mileage of 7,900 miles. And you will 
notice in order to transport 18,500 barrels per day from Sumatra to 
Los Angeles area, it will take 13.2 tankers, while if you transport 
37,500 barrels per day, it would take 18.3 tankers. 

Now, the total of the 56,000 barrels a day: It would take 31 tankers 
in operation. So this—it shows that it is isolated country out there 
and far from the reserves. I think that is what they were trying to 
point out in their report. 

With a pipeline of 400,000 barrels daily capacity into the Los An- 
geles area, crude, gasoline, jet fuel, and the like could be available at 
or near Los Angeles to meet such emergencies. 

The observation has been made by many that in any nuclear attack 
we will not have the same opportunity to prepare our defense that has 
been afforded us in the past. If and when such attacks occur, we shall 
have to defend with what we then have—not what we might be able 
to get at some future time. Accordingly, it seems to us that in any 
consideration of the adequacy of supply of oil and oil products at any 
particular point in our Nation in the event of any emergency that sup- 
ply must be there and ready when the emergency occurs and not be 
merely on the drawing boards or in somebody’s mind. 

The witnesses from the oil industry on the west coast and Mr. 
Stewart, of the Department of the Interior, are recommending to this 
committee that this country should depend for its oil supplies in 
district 5 upon (1) a Canadian pipeline, which will take a year and a 
half to bring to 300,000 barrels daily capacity after the emergency ; 
(2) 3 limited-products pipelines, one of which, the Southern Pacific 
pipeline, they suggest could be increased in size after the emergency 
has arisen; (3) the undeveloped offshore oil reserves, which by their 
own testimony will not reach 100,000 barrels a day capacity until 
after 5 years’ development; (4) Mr. Petersen of the Standard Oil 
Company of California, recognizing that 220,000 barrels daily crude 
capacity line would be necessary in time of emergency, suggests this 
country wait until the emergency arises; and (5) finally, they recom- 
mend to this committee and this Nation that it rely upon secondary 
recovery methods in overworked oilfields, which methods have been 
so impracticable that their own witnesses admit have not as yet been 
adopted to any appreciable extent. 

Mr. Rivers. Could I ask a question there, Mr. Chairman, or do you 
want him to finish it first. 

Mr. Héserr. Let him finish. 
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Mr. Guasco. On the contrary, it is our suggestion to this committee 
that there be presently constructed between the vast oil reserves of west 
Texas and New Mexico a 24-inch pipeline, which when constructed 
will have these advantages from the standpoint of defense: 

1. Ability to supply crude and natural gasoline for refinery use in 
Arizona and California of up to 400,000 barrels daily. 

2. Such a pipeline in the event the California refineries are damaged 
by nuclear we apons could be immediately converted to sending out 
products such as jet fuel, gasoline, and the like, for dispersal to the 
military on the west co oast. 

3. Should the occasion arise, said line can be reversed for the ship- 
ment of oil products to the East from California. 

4. oF built immediately, it will be ready for an emergency when it 
occurs and wherever it occurs. 

Asa common carrier, it will be available to all companies all along 
its route from west Texas to California, including Standard of Cali- 
fornia, and right here and now I will state that this pipeline will give 
to Standard of California a contract of any duration to carry crude 
from west Texas to E] Paso at a price 25 percent less than Standard’s 
posted price will be for crude over the new line they now have so 
suddenly found it advisable to build. 

Mr. Rivers. Have you made that proposal to Standard / 

Mr. Héperr. Let the witness continue. 

Mr. Grasco. In summary, I should like to briefly state what appear 
to us to be necessary conclusions to be drawn from the available testi- 
mony of this hearing. 

First : The demand for oil products in district 5 of the west coast is 
increasing at a very rapid rate, and the expected population increases 
indicate that that increasing usage is going to continue. This con- 
clusion is based upon Government documents controverted by no one. 

Second: The availability of usable crude in California for Cali- 
fornia refineries only is a controversial issue among the members of the 
industry themselves, as evidenced by Mr. Petersen’s statements of the 
desirability of a crude line in emergencies, and Professor Flaville, of 
Stanford, who concurs that California now is, and will be, an im- 
porter of oil. 

On the other side of the picture, Mr. Minckler and others of the in- 
dustry contend that there is plenty of crude. Which of these groups 
is correct it may not be necessary to decide, but one thing is certain, 
and that is that the State of California today is not able to produce 
the crude necessary to meet its own California refinery demands, as 
shown by 53.000 barrels daily imports of crude into California alone, 
plus the large additional amounts of natural gasoline and other mixing 
agents. 

Third: All parties agree that if an emergency should occur in Cali- 
fornia it would be wise to have as big a pipeline as possible. Mr. 
Petersen talks of a 220,000-barrel daily crude line—Mr. Minckler says 
no crude is necessary, but that such a ‘pipeline for products should be 
“as large as it could be built.” 

Fourth: All the opposition’s arguments are flavored by Mr. 
Minckler’s statement that the real opposition to the line is giving 
someone else “Government subsidy.” We commend Chairman Hébert 
for his clear exposé of the fallacy of this argument, and Congressman 
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Hess for further bringing out the fact that all of these other product 
lines which Mr. Minckler so proudly stated were done by industry 
alone, were, on the contrary, given aid in the form of tax writeoffs. 

And I notice this morning’s statement of this gentleman that wos 
just here, that they had built 1,400 million—what was that /—3353 
million. I imagine that a great portion of that was tax writeoff. 
They got a good tax writeoff on it. 

Mr. Mitzer. Well, just a minute, Mr. Chairman. I asked that 
specific question and I was told that it was all private capital. Now, 
I would like to know your basis for the statement that it was not, since 
you are refuting this. I would like to get at the basis of this thing. 
I specifically asked the question whether it was private capital or not 
and I was told it was private capital. 

Mr. Héserr. I think, Mr. Miller, the witness has stated and indi- 
eated at this particular time that the Government assistance was in 
the form of favorable tax writeoffs. 

Mr. Suorr. Yes. 

Mr. Heéserr. It was construction by private capital. The same 
would prevail in the case of Mr. Glasco, who has a certificate of neces- 
sity which carries with it a favorable tax writeoff, and under the terms 
of the certificate of necessity private capital would construct a specific 
project, but be subject to the favorable terms of rapid tax amortization. 

Mr. Miter. I appreciate that. 

Mr. Rivers. Mr. Chairman 

Mr. Héserr. One minute. Let’s let the witness finish. 

Mr. Courrnery. He has just a short paragraph on the remainder 
of the statement. 

Mr. Suorr. Yes, time is running out. “Nor to be forgotten 

Mr. Guasco. Nor to be forgotten is witness Merryweather’s review 
of the Saudi Arabia aid to the major oil companies. These are not 
matters germane to the issue of the protection of this country, and we 
think it little behooves those who have received such aid to try to thus 
cloud the issues. 

Finally, I should like to say that I am extremely happy that in this 
system of government of ours it is possible to have these controversial 
issues examined by Members of Congress. With all due respect to 
General White and Mr. Stewart, it seems to us that the determination 
of an issue so vital to the very existence of this country should not be 
left in the hands of men who have financial ties with companies so 
directly affected by the outcome of the decisions that are made. What- 
ever the decision of this committee will be, we are at least satisfied 
that the matter will have had fair and impartial consideration. 

(The table follows :) 








TABLE OF PETROLEUM DEMANDS IN DISTRICT 5 


(ALL FIGURES ARE FROM BUREAU OF MINES REPORTS AND ARE BARRELS DAILY) 


(a) Comparison of district 5 civilian demands for 1950 and 1954 and of the 1at 
4 months in 1954 and 1955, excluding shipments from district 5 to Hawaii, 
Alaska, and other States 


lige abel nap pian ig os wena 790, 153 
(OT SG | a eee REPO CE ETE 905, 194 
ES 5 EET ae ___. 904, 554 
Papen ak ae ON ED ks eo 983, 442 
(5) Demand increase of 1955 over 1950 (percent) -____________ ee 24.4 


See footnotes on p. 1153. 
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(0b) Breakdown of total demands on district 5, 19 


on 


(averaged) 


Civilian | Military To Hawaii] To other 
od 





| a 
and Alaska| States | Total 
| 
ee Ee icaters nacre Anew ems comehunenee | 905, 194 | 118, 224 | 36, 217 7,372 | 21,067,008 
ee a ee eee 904, 554 120, 546 33, 602 7 142 | 21,065, 884 
' | 
(3) Ist 4 months, 1955 3_...............- | 983, 442 115, 089 | 33, 864 , 168 | 31,140, 563 


1 Supplied by H. J. Barton of Bureau of Mines on Oct. 18, 1954. 
? Summary of district 5 demands as set forth in Monthly Bureau of Mines district 5 demands reports 


Shipments | Shipments 


to Hawaii to other Total 
and Alaska States 


Month | Civilian Military 


Yeme > No. 
Demand report demand demand 





1954 
61 January __. 915, 676 131, 645 29, 194 6,743 | 1,083, 258 
62 February 896, 607 110, 250 30, 534 7,286 | 1,044, 677 
63 March_- 920, 033 116, 387 33, 484 6,805 | 1,076, 709 
64 ; | April_... 885, 909 123, 900 41,198 7,733 | 1,058, 732 
65 a oO 864, 226 104, 000 39, 646 8, 807 | 1,016, 679 
66 : | June_- 877, 868 130, 666 39, 533 7,100 | 1,055, 167 
_ oe ; | July----- 868, 451 120, 192 47, 613 7,065 | 1,043, 321 
68 August__-- 881, 450 116, 161 31, 355 6, 453 | 1,035, 419 
69 ; September - 944,067 | 100, 433 29, 467 8, 368 | 1, 082, 335 
70 October- 920, 806 109, 904 40, 227 | 7,193 | 1,078, 130 
71 ee | November - _} 925, 567 | 120, 800 38, 933 | 7, 333 | 1,092, 633 
42 | December--- 961,678 | 134, 355 33, 420 7,581 | 1, 137,034 
Se tees ie . aS , —_ llega 
Total for 1954_- = 10, 862, 330 |1, 418, 693 434, 604 88, 467 |12, 804, 094 
1955 
73 ee | January __- 966,258 | 108, 354 36, 000 7, 289 | 1, 117, 902 
74 | February_--} 1,011,144 | 113, 321 28, 928 8. 572 | 1, 162, 46 
75 | March 984, 064 123, 517 38, 194 7,678 | 1,15 3; 45: 
76 ; .-| APPR... 972,300 | 114, 666 32, 333 9, 132 | 1,128, 43 
Total, Ist 4 months | 
of 1955_ - 3, 933, 767 | 460, 358 135, 455 32, 671 | 4, 562, 251 
Total, lst 4 months | | | 


"Ae, Ee ee eee 3,618,217 | 482,182 | 134, 410 28, 567 4, 263, 376 


3 Does not include shipments to foreign countries. 


Mr. Héserr. Thank you very much, Mr. Glasco. I think your 
tatement has been very well prepared and very well presented. The 

committee is most grateful to you for the presentation of your side 
of this particular issue. 

I should like to ask you only about two or three questions and then 
Jet the members of the committee examine you further if they so 
desire. 

Of course, as you understand, and you readily Ret gh 2 In youl 
statement, the Chair attempted at the beginning of the hearings to 
indicate that we are only interested in the military necessity of this 
particular pipeline. We are not interested at all in its economic fea- 
tures as related to private industry or private capital. I think we 
understand each other on that point. 

Mr. Guasco. Yes, sir. 

Mr. Heéprerr. Now, our decision must be based entirely upon the 
military necessity in the defense of this country. 

Mr. Short, I believe, pointed that out also. 

However, I want to ask you two = along that line—along 
economic lines, if I may divert in order to get the full picture be- 
fore us. 

Your statement is based a great deal upon the supply and demand 
on the west coast of the delivery of crude. I think that is correct / 
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Mr. Guasco. Yes, sir. 

Mr. Heéserr. And that is based on a peacetime economy. Now, 
if it is economic to construct such a line and as indicated in your 
closing remarks, that you were willing to give the Standard Oil of 
California a 25 percent reduction in their rate of « carry over their 
proposed line to E] Paso, if the construction of the line is an economic 
feasibility—or do you say it is an economic feasibility / 

Mr. Gu asco. Yes. 

Mr. Héperr. You do say it is an economic feasibility / 

Mr. Guasco. Yes. 

Mr. Héserr. Then you have—you think it is good business / 

Mr. Guasco. Very good business. 

Mr. Heéserr. Then you have a certificate of necessity and you can 
proceed without Government assistance in any way at all. Why don’t 
you do it? 

Mr. Guasco. Because I am unable to get the financing from insur- 
ance companies, because the companies, the large oil companies, have 
failed to give any support whatsoever. 

Mr. Heserr. Well, in other words, you cannot convince enough 
private capital that it is economically feasible. 

Mr. Guasco. I can’t unless the companies would give, the large 
companies would give commitments on through-put agreements. 

Mr. Héserr. You are begging the question. 

In other words, you have ‘failed, or rather you cannot interest enough 
private capital who shares your viewpoint that such a line is an eco- 
nomic feasibility ? 

Mr. Grasco. Well, no, I haven’t been able to. 

Mr. Heéserr. I mean, it speaks for itself. 

Mr. Guasco. That is right. 

Mr. Hépserr. Otherwise, you wouldn’t be wanting the Government 
to either lend you the money or guarantee the money. 

Mr. Giasco. Excuse me, you are right. 

Mr. Hénerr. The fact remains that you can’t raise private capital, 
that you can’t convince private industry. Regardless of who controls 
it—now, I am not going into that feature—the fact is that you can’t 
get enough private capital. 

Mr. Giasco. That is right. 

Mr. H&éserr. And you want to build this line primarily then for its 
economic features and also to assist in the case of a military emergency ? 

Mr. Guasco. That is right. 

Mr. Heserr. Now, on the other side of the picttre, I want to ask 
this question— 

Mr. SHorr. Right there, Mr. Chairman. 

Mr. He&perr. Yes. 

Mr. Suorr. How much private capital could you raise? 

Mr. Hézerr. That is a very good question. 

Mr. Giasco. Excuse me? 

Mr. Heéserr. Go ahead and answer Mr. Short. 

Mr. Guiasco. $21 million out of $106 million is our equity capital. 

Mr. Gavin. What do you estimate the total cost of the line? 

Mr. Grasco. $106 million. 

Mr. Héserr. You would need approximately $80 million plus. 

Mr. Grasco. $85 million. 

Mr. Heéserr. $85 million plus. 
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Now in the event that this line—for instance, let us say for the sake 
of the presentation that the Government did guarantee the money for 
the line or did lend you the money for the line and it was built to the 
Pacific coast, where would the refineries be found and who would 
finance them to refine the crude that would be sent to the coast 

Mr. Guasco. Well, I think we would find with the types of crude 
that we have in west Texas—it is a higher yield of gasoline and a 
quality crude—— 

Mr. Héserr. But who would build the refineries to receive the 
crude? 

Mr. Guasco. We have an application and certificate of necessity to 
build a 15,000-barrel refinery in Florence, Ariz. We also have commit- 
ments out of certain refineries out there that we could purchase in the 
event that we can get a supply of crude from west Texas. 

Mr. Hépert. Do you have commitments of a sufficient number of 
refineries to be built along the line of the proposed pipeline to take care 
of the crude? 

Mr. Rivers. And at the terminus. 

Mr. Guiasco. No, we haven’t enough. 

Mr. Heperr. Well, now, do you know that there would be a sufficient 
refinery capacity to take care of the crude if such a line was built? 

Mr. Guasco. Well, we have a refinery that we figure on buying, and 
with the one we are constructing, plus the natural gasoline that is be- 
ing shipped out by tanker to the west coast, we feel that we have 
sufficient, even without any support from the major oil companies. 

Mr. Héperr. You, then, feel that suflicient refineries would be built 
to take care of the crude supplied by this line. 

Mr. Guasco. There is no question about it. 

Mr. Rivers. Now, may I inquire right there, Mr. Chairman 

Mr. Héserr. Wait a minute. 

What evidence do you have to offer to the committee that such 
refineries would be built ¢ 

Mr. Guasco. Well, we can demonstrate that the refineries that we 
have now, have a certificate on, and the ones that is needing of crude 
and in position to buy on the west coast, would be approximately 60 
percent of the throughput. 

Mr. Hésert. Would you give the committee the affirmative evidence 
that these refineries would be available in event such a line would be 
built / 

Mr. Guasco. Yes. 

Mr. Heperr. You can do that? 

Mr. Guasco. Yes. 

Mr. Héserr. And there would be sufficient refineries to take care 
of the crude, which would be supplied in this pipeline / 

Mr. Guasco. Now, when you go to getting final commitments out 
of the small independenut refineries on the west coast, they are very 
reluctant to get out in the open and say they will do such and such 
things, because they know they will have their water cut off in about 
3 days if they did openly come out and go to saying that they wanted to 
pet—— 

Mr. H&serr. So you can’t supply the committee with a definite 
commitment. It is merely that you think so. 

Mr. Guasco. Probably 60 percent of it we can supply, that we can 
supply definite commitments for. 
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Mr. Héserr. Well, supply to the committee definite commitments 
on the 60 percent. However, that is only for the information of the 
committee, I repeat. Because we are not interested in the economic 
position at all, economic posture. 

Mr. Guasco. That doesn’t take into consideration any major com- 
pany, Petersen or any of the rest of them there that say they are 
short of crude, taking any crude at all. 

We can handle this line by the independent refineries without major 
oil company support. 

Mr. H&prerr. Now, we disposed of the economic picture, which is 
purely for the information of the committee. And I now ask the final 
question of you and that is will you agree with the committee or at 
least with the chairman, that we must rely entirely upon the military 
estimate or the military evaluation of such a pipe line, relying on their 
judgment as to highly secret information given us as to their needs? 

Would you agree that the position of the c committee would be sound ? 

Mr. Guasco, I wouldn't say under what I have observed that they 
would be very sound. 

It seems to me like it is a kind of a stacked deck over there, with the 
domination of the majors. 

Mr. Heésertr. Would you charge the Joint Chiefs of Staff with being 
a stacked deck ¢ 

Mr. Guasco. No; I wouldn’t charge the Joint Chiefs of Staff. 

Mr. Hépertr. I don’t know what the Joint Chiefs of Staff would tell 
us. I am merely trying to get your reaction of the decision we have 
tomake. If the Jomt Chiefs of Staff, as the military experts in this 
country, would inform this committee that it is not an emergency nor 
a necessity for the Government to so guarantee a line, then, of course, 
it would follow, don’t you think, that the committee would have to 
concur with the military experts? 

Mr. Guasco. I would say that the committee should go out and 
seek some more information because they haven’t gotten a true picture 
on what has happened on the supply and vulnerability of the west 
coast, and the entire picture. 

Mr. He&serr. Well, of course, Mr. Glasgo, the committee is in no 
position to say what information it has as of a highly secret nature. 
That is the reason we held two executive sessions. But the committee 
itself, I think, would be in a position of having suflicient evidence and 
testimony to make a decision in this matter. 

Mr. Guiasco. Oh, Lam sure you can make a decision. 

Mr. Heverr. And I am not impugning anybody’s motives nor do 
I mitigate your interest in the matter at all, exce pt to point out the 
committee’s own responsibility in order to make the committee’s posi- 
tion very crystal clear, that while this testimony is very persuasive— 
I have never seen a hearing like this that sways from one side to 
the other as this particular one does, in the years I have been here. 

Both sides are very persuasive. But in the ultimate, I want to assure 
you that the committee will come to the conclusion of what is in the 
best interests of the defense of the country, which I am sure you will 
agree with. 

Mr. Grasco. I have said that. 

Mr. Heserr. We are not impugning the motives of anybody or 
influence of anybody. We want to know the facts as they speak for 
themselves and I want to make that clear, that the committee will 
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make its decisions based entirely upon the military necessity of the 
project. 

Mr. Guasco. Well, we have tried—every document that—we haven't 
manufactured a thing. Everything that has been used in our exhib- 
its—they came out of the m: jor oil comps unies’ own statements. 

» Mr. Hénerr. We appreciate your position. 

Mr. Guasco. We are not in position to go over and get into the 
archives and find out all the deep secrets and what goes on. 

Mr. Héperr. We appreciate your position and are very grateful for 
the fine presentation which you have made here today. 

Mr. Short ? 

Mr. Suorr. No. 

Mr. Heépert. Mr. Hess? 

Mr. Hess. No. 

Mr. Heéperr. Mr. Fisher? 

Mr. Fisuer. Well, I would like to join the chairman in commending 
the witness for a very well-prepared and well-documented statement. 
Practically everything you have said is supported by documents and 
records; isn’t that correct, Mr. Glasco ? 

Mr. Guasco. Yes. 

Mr. Fisuer. One other thing. 

t Mr. Héserr. All right. 

Mr. Fisuer. The week before last when we had the hearings here 
there was quite a little bit of testimony about capacity for increase 
of production in California, and you discussed that here today, and 
also about the potential out there, in the form of reserves. And there 
was some reference made on comparison of that with the west Texas 
field. I wonder if you might put a little something in the record at 
this point about the capacity of the west Texas fields to increase their 
daily production. 

Mr. SHorr. Mr. Chairman, I am very glad the gentleman from 
Texas has asked that question, because in our hearings in Los Angeles 
one witness questioned both the quantity and qu: ality of oil supply 
in west Texas. And I think it would be well if the witness would 
give a brief reply to Mr. Fisher’s question. 

Mr. Fisuer. Yes. 

Mr. Guasco. Well, Mr. Fisher, this report the letter that I have 
from the railroad commission here is dated January 13, 1955. It 
goes to show that in districts 7-C and 8—you are familiar with 
that, I believe. I will have to see if I have a map here. That is the 
west Texas area, in which you are familiar, and part of your district 
is out in that country. You know it very well. 

This is the map. 

Mr. Suorr. How many barrels do you have shut in there ? 

Mr. Giasco. We have 1 million barrels a day shut in for the lack 
of a market, daily. 

Mr. Suorr. One million barrels a day / 

Mr. Guiasco. Yes; according to the railroad commission figures. 

Mr. Fisuer. In other words, you could increase it 1 million barrels 
a day? 

Mr. Guasco. And still be operating within a maximum efliciency 
rate of production. 

Mr. Gavin. With your conservation program in Texas, how do you 
know they will permit the release of that oil 
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Mr. Guiasco. That happens to be the supply and demand picture. 

Mr. Gavin. I say, you don’t know. You are saying it is available. 
We know it is available. But whether or not the conservation pro- 
gram of Texas would release to you the oil to shoot through the pipe- 
line is questionable. You can’t tell how much they will ‘permit you. 
What the allowables would be. 

Mr. Guasco. It is on a nomination basis. 

Mr. Gavin. You don’t have anything definite on that? 

Mr. Guasco. We would go in and nominate for a certain amount 
of crude. 

Mr. Gavin. In other words, you couldn’t say the capacity of that 
pipeline would be filled at all times from west Texas oil 4 

Mr. Guasco. Yes; it could very easily be filled at all times from 
west Texas oil. 

Mr. Gavin. It could be, yes; if the commission would grant you 
permission, to permit the allowables of oil. 

Mr. He&serr. Mr. Fisher has the witness. 

Mr. Fisuer. Yes. Well, under the policies that are followed by 
the Texas Railroad Commission, which is the conservation agency for 
the Government, you do know that the increase in allowables per day 
would permit you to fill the pipeline? 

Mr. Guasco. Sure. 

Mr. Héserr. Mr. Bates? 

Mr. Gavin. Have they so stated, Mr. Fisher? 

Mr. Fisuer. Well, I am talking about the policies. 

Mr. Gavin. Oh. 

Mr. Suorr. That is the way they operate. It depends on the de- 
mand. The greater the demand the more they release. 

Mr. FisHer. That is right. 

Mr. Guasco. It is strictly on a demand basis. You nominate for 
the amount of crude you have or want for the month. It is a nom- 
ination. 

Mr. Héperr. Mr. Bates. 

Mr. Bares. Mr. Chairman, I think Mr. Glasco has made an ex- 
cellent statement. I don’t quite understand the inference which he 
draws concerning General White in the concluding paragraph of his 
statement. 

I didn’t attend the hearings in California, as I indicated originally. 
Is General White on active duty or is he retired, or what is his classi- 
fication ? 

Mr. Giasco. No—— 

Mr. Héperr. I think—Mr. Glasco, if you will permit, I think the 
Chair would best be in a position to answer that to Mr. Bate’s satis- 
faction. 

Mr. Storr. Yes. 

Mr. Hénerr. General White appeared before the committee in public 
hearing here in Washington, and during the course of the examination, 
pi: articul: irly by Mr. Rivers and myself, in establishing General White’s 
background and qualification, it developed that General White is the 

vice president of Standard Oil of New Jersey. He is a Reserve officer 
with the rank of brigadier general, called to duty in the Department of 
Defense. 
At the present time he is receiving a salary—or rather he received 
the pay, of course, as brigadier gener: “al, and the difference between the 
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salary of brigadier general and the salary of his peacetime position 
as vice president of Standard Oil is made up in dollars and cents by 
the Standard Oil of New Jersey. 

It was also brought out that this was not a particular or a peculiar 

‘ase as related to General White. It is the policy of Standard Oil of 
pent Jersey to do the same thing for all indiv iduals called to duty and 
serving in the uniform of their country, regardless of what rank or 
what. position they hold. 

That is General White’s situation. And that situation is covered 
under the law by a certain statute, which the chairman released on 
that particular date. There is no violation of law. The Chair did 
not touch on the propriety of the situation. It was touched on by 
several members of the committee, including Mr. Short and Mr. 
Miller. And the Chair, in making the official announcement, indi- 
cated very clearly that we were not drawing on the propriety of 
it at all. 

General White also explained that he is not affected in any way at all 
by the policies in this particular inquiry which we are making. And 
he has submitted a definite letter, or definite statement of policy y that 
he must withdraw from any decisions on the policy level which affects 
the Standard Oil Company of New Jersey 

In the case of Mr. Stewart, it is a different case. 

Mr. Courtney. Mr. Chairman, may I make a correction ? 

Standard of New Jersey is not the company involved. It isthe Esso 
Export Corp. 

Mr. Héserr. All right, Esso Export. That is Standard of New 
Jersey. 

Mr. Bares. Was he appearing before the committee ? 

Mr. Heperr. He was appearing before the committee as a repre- 
sentative of Mr. Wilson, the Secretary of Defense. 

Mr. Bares. For the Department of Defense ? 

Mr. Héperr. Yes. 

Mr. Bares. And not as an individual ? 

Mr. Heserr. Not as an individual. He is here in an official capacity. 

In the case of Mr. Stewart, it is a different situation. Mr. Stewart 
is employed by the Texas Co. and served for some 30 years, during 
which time he was retired from that company and is now drawing 
the compensation of a retired career employee of that company, a 
compensation to which he contributed during his years of service. 
He has no connection at all with any oil company or any major oil 
company, and is now a career employee in the Bureau—rather in the 
Department of the Interior. 

Does that explain that all right, Mr. Bates ? 

Mr. Bares. I think I understand the situation. 

Mr. Héperr. All right. 

Do you have any further questions ? 

Mr. Bates. No. 

Mr. Guasco. Mr. Chairman, may I clarify a statement that Mr. 
Miller had brought up? 

I would like to clear thisup. How this may was arrived at—(Glasco 
exhibit 1). It is a national geographic map—not a national geo- 
graphic map but Government maps, and then drawing the cire ‘les on 
the map and then photostating them. So in so doing, it reduced the 
circles at the same time, but it did not eliminate this one seale at the 
bottom. The circles were drawn on the original map and they were 
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reduced to half-size. So this is really a true and correct statement 
here. 

Mr. Heserr. All right. 

Mr. Rivers? 

Mr. Mitier. Weren’t they all photostated ? 

Mr. Guasco. Photostated, yes, sir. 

Mr. Miiier. At once, one time? 

Mr. Guasco. Attached together, photostated, and the circles drawn 
on it. 

Mr. Miniter. How could the photostat that shows the circle not 
reduce the scale shown on the bottom of the map which is part of the 
map ¢ 

Mr. Grasco. Well, the scale was on the map. The circle was drawn 
on the original map. 

Mr. Miter. I will tell you—lIt isn’t worthwhile. You and I 

Mr. Guasco. I know, but I didn’t want you to think I was trying to 
hoodwink the committee here into believing I had scaled down the 
map to make a point. 

Mr. Mitier. Any engineer can easily determine it. So there is no 
need to go into it any further. 

Mr. Héeerr. Mr. Rivers. 

Mr. Rivers. I just wanted to determine this. Did you state—I 
want to know, so I will be guided on which part of your testimtony 
1 propose to read. 

Mr. Snort. He will read it all, I will see to it. 

Mr. Rivers. I will read it all. 

Did you state that once this line is delivered, you will deliver oil 
in California at 60 percent of what the tanker brings it in there? 

Mr rLAsco. It will be less than that. 

Mr. Rivers. Less than that? 

Mr. Guiasco. Much less, about a third less. 

Mr. Rivers. And it will be so attractive from the economic stand- 
point, to which the chairman digressed, that anybody in his right 
mind would come to you for crude oil? 

Mr. Guasco. The companies that own the refineries in California 
own the oil in west Texas, and they have it shut in. The some oil 
companies own the thing. They own it all over the world. They own 
that in west Texas. All they would have to do is to ship their own oil. 
I don’t own the oil. They own it themselves. 

Mr. Rivers. That is right. 

Mr. Guasco. They ship their own oil out and make it available in 
the west coast. 

Mr. Rivers. How about the refineries and the smog conditions that 
the refineries in California allegedly contribute to? 

Mr. Grasco. I think if they would take 300,000 barrels a day of 
west Texas high gravity sweet, green crude and throw it into the 
650,000 barrels or 700,000 barrels of refining capacity on the west 
coast, that they would eliminate about 40 percent of the smog out 
there. 

Mr. Rivers. Because of the comparably better quality of the Texas 
—. 

Mr. Guasco. Yes; much higher gravity. 

Mr. Ree ers. And you say that with no hope of grace or commenda- 
tion from the State of Texas? 

Mr. Guasco. No. [Laughter. | 
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Mr. Rivers. I have made my contribution. Now I can go. 

Mr. H&pert. Mr. Short, do you have any questions ? 

Mr. Suorr. No. 

I was very much impressed by the excellent statement that was 
given us. 

I think we have had a very profitable hearing. I don’t know how 
much longer it will continue or if there is a particular hurry, but 
we will hear some other witnesses. 

I was wondering whether or not you would like to hear from the 
‘ailroad commissioner of Texas. 

Mr. Héserr. If the railroad commissioner of Texas can make a con- 
tribution to the inquiry, Mr. Short, we will be very happy to. 

Mr. Suort. If he desires, but he hasn’t made any request. If he 
would make such a request, of course I am sure the committee would 
be glad to hear him. 

Mr. Hépsert. We would be very happy to have him. 

And for the benefit of the members of the committee, we will await 
the convenience of Admiral Radford, to have him appear before the 
committee. 

Mr. Suorr. Yes. He has been out of the country. 

Mr. Héperr. He has been out of the country. And as soon as he is 
available, the committee will hear him. 

Mr. Snort. And I think he should be given a couple of days to rest 
a bit and then to peruse the hearings that we have held. 

Mr. Héperr. Yes. 

Mr. Suorr. He will be in better position 

Mr. Heépert. He is probably the key witness as far as this com- 
mittee is concerned. 

Mr. Suorr. That is right. Of course we will have to hear him in 
executive session. 

Mr. Héperr. Well, naturally we will have to hear him in execu- 
tive session because of the highly secret nature of his testimony. 

Mr. Courtney. 

Mr. Courtney. I have just one question, Mr. Glasco. 

In the course of your remarks—you did not have the benefit of the 
supplemental statement of Dr. Flemming. I would just like to ask 
your verification on this one statement. 

Mr. Flemming says, in reporting to the committee on the status of 
the certificate of essentiality, that among other things the company 
is to privately finance $21,500,000. Then he makes this additional 
statement: 





Its engineers— 
meaning West Coast Pipe Line Co.— 
have concluded that an average daily throughput of 75,000 barrels at a 60-cent 
tariff will constitute a break-in point. The Government, as the guaranteeing 
agency, is asked to make up any deficiency between the average daily through- 
put and 75,000 barrels per day. 

Now, does that accord with your understanding? 

Mr. Guasco. That is right. 

Mr. Courtney. Of the arrangements? 

Mr. Guasco. That is right. 

Mr. Courrney. Or rather with the contents of your application? 

Mr. Guasco. That is right. That is the contents. 
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Mr. Héperr. Mr. Glasco, there is just one other question. You re- 
ferred te the Canadian line of 18 months. Are you familiar with the 
testimony that this line—referring to the line to which we address 
ourselves—could be constructed in 90 days? 

Mr. Guasco. I would, of course—I don’t think it could be con- 
structed in 90 days. 

Mr. Snort. 1,050 miles long. It is a 24-inch line. 

Mr. Guasco. Yes. 

Mr. Suorr. It is comparable in length to the pipeline from Dhah- 
ran to the Mediterranean, across the northern Arabian Peninsula. 

Mr. Guiasco. However, there are steel mills on the west coast. The 
big supply would come out of the steel mills. 

Mr. Suorr. If we are ever going to build it, we should build it be- 
fore the emergency comes upon us, while we have the manpower and 
material available. 

Mr. Guasco. And another thing about the Canadian pipeline. It 
is through the Rocky Mountain area, and we are in a frigid region, 
cold region up there. It would be hard to maintain that pipeline in 
case of an emergency. And it would be—I can take a 30-30 and keep 
that thing in operation all winter and never get to service it. 

Mr. Heéserr. Mr. Glasco, who owns the West Coast Pipe Line? 
You are president. Who owns it? 

Mr. Gurasco. Well, Mr. Burt Hull. 

Mr. H&éserr. Who is that ? 

Mr. Guasco. Bert Hull is chairman of the board. 

Mr. Heserr. Burt Hull? 

Mr. Guasco. Burt Hull, H-u-l-l. He is chairman of the board. 
He built the Big and Little Inch pipelines during the war and 
built 

Mr. Suorr. They quickly paid for themselves, and the Government 
sold them at a profit. Why are we holding them back now ? 

Mr. Guasco. He built the big line through Arabia. He was presi- 
dent of the Texas Pipe Line Co. for 25 years. He is well 

Mr. Héserr. He is the principal stockholder ? 

Mr. Guasco. No. He is chairman—he owns considerable stock of 
the company. 

Mr. Héserr. Who else? 

Mr. Guasco. Well, the White Weld & Union Securities Corp., in 
New York City. And about 15 or 20 other independent producers in 
Texas. 

Mr. Héserr. Who is the largest stockholder? 

Mr. Grasco. I am the largest stockholder. 

Mr. H&éserr. What percentage of the stock do you own? 

Mr. Giasco. About 26 percent. 

Mr. Héperr. 26 percent ‘ 

Mr. Guasco. Yes. 

Mr. H&éserr. Thank you very much, Mr. Glasco. We appreciate 
your appearance. 

Mr. Guasco. All right. 

Mr. Héserr. The committee will stand in recess, subject to call of 
the Chair. 

Mr. Suorr. Good. Very good. 

(Whereupon, at 12:04 p. m., the subcommittee recessed, subject to 
the call of the Chair.) 
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GLASCO EXHIBIT 2 
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APPENDIX I 


WASHINGTON, D. C., July 27, 1955. 
te Testimony of L. M. Glasco, Westcoast Pipeline Co. 
Hon. F. Epwarp HEBERT, 
Chairman, Subcommittee for Special Investigations, 
Committee on Armed Services, House of Representatives, 
Washington, D. C. 

Dear Sir: Following my testimony before your committee yesterday I have 
run across two additional items of evidence which are particularly pertinent to 
the matter under inquiry and on which I take this means of asking leave to have 
same brought to the attention of the subcommittee and to have same incorpo- 
rated in the official record. 

The two items are as follows: 

1. An article in this morning’s Wall Street Journa! entitled “Oil Thirst” ap- 
pearing on page 1 of said publication and continued on page 9 of said publication. 
A clipped copy of said article is attached to this letter for incorporation in the 
record. 

2. A verbatim transcript of a portion of the sworn testimony given by Mr. 
Grove Lawrence, vice president of the Southern California Gas Co., at a hearing 
before the Federal Power Commission on Monday, July 25, 1955, concerning the 
application of certain gas lines before the Federal Power Commission, which 
excerpt of testimony begins at Jine 12, page 1165 of the official transcript and 
continues up to and including tine 11, page 1166 of said transcript. A copy of 
that portion of the transcript is likewise attached to this letter for the informa- 
tion of the committee ané for incorporation in the record. 

The first of the tws enclosures mentioned above deals with the tremendous 
upsurge in the demand for petroleum products throughout the United States as 
a whole with particular emphasis upon automobile gasoline consumption and 
industry consumption. 

The testimony of Mr. Lawrence is particularly pertinent with respect to the 
importation of gas in California and the shortage of energy items on the coast. 

We will sincerely appreciate it if you can find it clear to permit both of these 
items to become a part of the record of this hearing. 

Very truly yours, 
Westcoast PIPELINE Co., 
LoweELt M. GLAsco, President. 





[The Wall Street Journal, New York, Wednesday, July 27, 1955] 


Or Tuirst: PETROLEUM Use May Hit THREE BILLION BARRELS IN 1955 FOR 
First TIME—PREDICTED UNITED STATES CONSUMPTION WOULD EQUAL THREE- 
FIFTHS OF 1954 GLOBAL PRopUCTION—BUT OUTPUT OQUTRUNS DEMAND 


(By Harry T. Rohs, staff reporter of the Wall Street Journal) 


NEw YorkK.—The national thirst for oil is outracing the most optimistic pre- 
dictions made some 6 months ago by the petroleum world’s sharpest prophets. 

Present calculations indicate United States oil use this year may, for the first 
time, reach 3 billion barrels. Such an ocean of petroleum would be three-fifths 
as much as all the wells of the world produced last year—the equal of world’s 
production in as recent a year as 1947. 

Topping last year’s record-busting use of 2.8 billion barrels, it would represent 
a two-thirds expansion in the country’s yearly oil consumption since World 
War II’s end just a decade ago. In 1946, first postwar year, the figure was 
under 1.8 billion barrels. 

SIGHTS ARE RAISED 


At the start of this year, the oil forecasters predicted 1955 United States 
demand 3.5 to 5.5 percent above last year’s record high. Now they are raising 
their sights. Present predictions run from 5 to 7.5 percent above the 1954 high- 
water mark. A 7.5 percent rise would push oil demand above the 3-billion-barrel 
level. 

The Independent Petroleum Association, an oil trade group, forecasts the 
increase at somewhat more than 5 percent. Donald Warning, of Standard Oil 
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Co. (Indiana), focuses on a 5.7 percent increase. Standard Oil Co. (New 
Jersey), the world’s biggest oil concern, says its economists now look for an 
increase of something better than 6 percent compared with a first-of-the-year 5 
percent figure. John Winger, of the petroleum department of the Chase Man- 
hattan Bank, has upped his thinking to 7.5 percent from a 6 percent gait set 
earlier this year. At the top of the list with a 7.5 percent rise also is a major 
oil concern which prefers to remain anonymous. 

Lest the differences between the latest and earlier forecasts seein unimportant, 
note that each percentage point change represents a year’s consumption of 
about 30 million barrels of oil. 

The 7.5 percent rise at the top of the scale would send growth in oil use 
smartly past the bare 2 percent rise set last year, although it would not match 
two of the sharpest gains chalked up since the end of World War II. Sparked 
by the war in Korea, oil demands in 1950 rocketed past the 1949 pace by some 
12 percent to surpass an earlier postwar record of 11 percent posted in 1947, 
In the 9 years through 1954 oil consumption in the United States has shown 
au anual average growth rate of 5.9 percent. 


A CASE OF INDIGESTION 


So the oil industry is well on the way to making another of the sensational 
recoveries which interlace its record of long-range steady growth. Last year 
was one of the industry’s disappointing years, as Frank M. Porter, head of the 
American Petroleum Institute, described 1954 some time ago. The country’s 
tremendous appetite for oil gave way to a slight case of indigestion. After rolling 
along at a rate of gain just under the postwar yearly average, consumption 
leveled off to a scant 2 percent above that of 1953. 

Firing this year’s comeback trail for petroleum are the same set of economic 
factors that are helping many another industry to up record-production figures 
so far in booming 1955. 

Typical of the basic reasons the oil economists give for reshaping their 1955 
predictions are these of Dr. Elihu Madison, manager of the economics department 
of the Texas Co. : “The upsurge in industrial production ; higher personal income ; 
the astounding sales of the auto industry which poured new cars onto the Nation’s 
highways at a rate far beyond expectations; and cold weather during the early 
part of 1955.” 

GAINS IN PAST 2 MONTHS 


The impact of these factors on oil marketing shows up in a sharp gain over 
a year ago during the past 2 months in consumption of several major products. 

It is estimated that America’s motor vehicles gulped gasoline in May and 
June at a clip about 8 percent higher than in the same 1954 period. Industry, 
often working overtime, burned heavy fuel oils also at an &-percent faster rate 
than a year ago. 

There’s even a psychological factor that has helped boost gasoline use, accord- 
ing to Jersey Standard. Their studies show that a shiny new automobile can 
be counted on to consume more gasoline than an older one. It’s not because 
of any mechanical factor but due to a human one. The owner of a brand new 
auto just drives it more than does the average owner of a car which has been 
a member of the family for a year or more. 


DIESEL ENGINES AND ASPHALT 


Other products shaping up well in the 1955 petroleum upsurge are diesel oils, 
which the railroads are using in greater amounts; and asphalt, the use of which 
has jumped sharply due to the high building rate and because it is getting a 
somewhat bigger share of the country’s road building, a Jersey Standard Oil 
official explains. 

But all is not so well with one of the industry’s oldest products, kerosene. In 
recent months this has been skidding behind a year ago by 6 percent or so. One 
theory for the dip, according to the economist of one international oil concern, 
is a steady decline in the space-heater population and further inroads by natural 
gas and liquid petroleum gas in the heating fields. But this retrogression is far 
outweighed by gains in other products. 

A word of caution accompanies the higher 1955 oil demand forecasts from all 
economists. The weatherman can cross them up. They base their predictions 
on a normal winter. If temperatures run above normal for any lengih of time 
as they have in some recent years, all bets are off, and the latest forecasts are 
in for some degree of shading. 
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ONE DARK CLOUD 


Despite the snapback in demand for petroleum products, some economists are 
inclined to warn about one dark cloud in the bright oil outlook sky. It is ex- 
cessive refinery output, they say. It plagued the industry last year, and has 
still not been corrected, with the result that inventories of certain products are 
out of balance. 

A notable example is distillate stocks—light heating oils and diesel oils. On 
July 15, they were some 14 million barrels or 15 percent greater than the 
94,794,000 barrels in storage a year ago, according to the figures of the American 
Petroleum Institute, trade organization for the oil industry. Gasoline stocks, 
while some 3 million barrels under the 161,786,000 year-ago figure, are still high 
enough to be a depressing influence on prices, it is said. 

The Nation’s oil refineries during the past 6 weeks have been processing crude 
oil at a rate better than 7,500,000 barrels daily. In the July 15 week refinery 
runs totaled 7,582,000 barrels, up more than 600,000 barrels over a year ago. 


“TROUBLE FOR OURSELVES” 


Such a production rate, says the official of one major oil company, is way 
ahead of what it should be. He expounds: “We are just making trouble for 
ourselves. Unless refinery runs are cut back considerably we are going to go 
into the next heating season, which begins in October, with so much distillate 
fuel stocks that there is apt to be a weak price situation for light heating oils.” 
And he adds that if weather should be warm it will make it much worse. 

As a corrective measure, he advocates a cut of at least 300,000 barrels daily 
in refinery runs, a figure echoed by several of his associates with other major 
oil marketers. 

A. J. McIntosh, chief economist for Socony Mobil Oil Co., notes: “Distillate 
inventories are troublesome and are going to be more troublesome as we go on.” 
Output of these fuels, he says, ‘‘must be reduced because the oil industry simply 
does not have the capacity to store them if they continue to be produced at their 
present rates.” 


RECOMMENDATION OF RUNS 


To keep a proper balance between supplies and demand, Mr. Winger in the 
Chase Manhattan Bank’s petroleum review recommends that refinery runs of 
the oil industry during the current quarter be kept within 7,270,000 barrels 
daily. Such a rate would be 344,000 barrels daily less than the average for the 
first 2 weeks of this month. It Would, Mr. Winger explains, satisfy the forecast 
demand for oil and provide adequate refinery buildup of stocks as well. He 
cautions that while the demand for oil products has improved, it does not mean 
restraint can be relaxed. An oversupply potential continues as long as excess 
capacity exists. 

At present prices light heating oils are at their summer lows. They usually 
rise at the start of the heating season and tend to decline with the end of winter 
as consumption drops with warmer weather. If their production is not curbed, 
some marketers fear excessive stocks will dampen the prospects for the normal 
rise in prices in the fall. 

As an example, they point to the present position of the industry’s No. 1 prod- 
uct, gasoline. While stocks of motor fuel have been pulled under a year ago, 
they are still relatively high. As a consequence, prices of this product at the big 
wholesale markets along the Gulf of Mexico have not risen “to compensate for 
quality improvements this year and higher production costs.” 


HEAVY HEATING OILS STRONG 


Strongest spot in the petroleum products price picture recently has been heavy 
heating oils, the grades used by industry and the maritime services. Within the 
past week the price of No. 6 fuel for barge delivery in New York Harbor, for 
example, has risen 15 cents a barrel to $2.50. In addition to increased demand 
for this major industry fuel, a factor contributing to the price firmness has been 
some curtailment in supply due to cutbacks in imports by major international 
oil concerns in compliance with recommendations of President Eisenhower’s oil 
advisors. 

Elsewhere in the free world, use of oil continues to increase faster than in the 
United States. This year it is expected the free world outside of America will 
use about 8.5 percent more oil than in 1954. Earlier this year it had been pre- 
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dicted foreign consumption would rise 7 percent. Last year, when United States 
consumption slightly more than equaled that of 1953, foreign oil use jumped 9 
percent. 





Excerpt From TESTIMONY OF GROVE LAWRENCE, VICE PRESIDENT IN CHARGE OF GAS 
SUPPLY FOR SOUTHERN CALIFORNIA GAS Co., AT A HEARING BEFORE THE FEDERAL 
POWER COMMISSION ON MonpaAy, JULY 25, 1955, RE CrerTaIn GAs LINE Com- 
PANIES, BEGINNING AT LINE 12, PAGE 1165, AND CONTINUING UP TO AND INCLUDING 
LINE 11, PAGE 1166 


We have been offered an opportunity to purchase additional out-of-State gas 
under two letters of intent with El Paso Natural Gas Co. The first contemplites 
an increase of 100 million cubic feet per day, to come from sources contiguous 
to El Paso’s existing pipeline system. The second, a further increase of 125 
million cubic feet per day, is to be supported by the reserves in the Peace River 
area of British Columbia and Alberta, Canada. 

Even if both of these proposals are certified and accepted, we will have to secure 
substantial additional deliverability, probably from underground storage, to meet 
peak firm demands within 2 or 3 years. During the first 3 years of operation 
under these proposals, it can be considered that during offpeak periods substan- 
tially all the increment will be sold to interruptible consumers. By about 1968, 
our forecasts indicate there will be no gas available for interruptible users, even 
if we get the 225 million cubic feet per day added supply we are seeking. 

If we only receive an increase of 100 million per day, there will be no gas 
for interruptible users after 1965. 

A large part of California’s water power has been developed, and we have 
substantially no coal production. Even with the substantial imports of crude 
oil we expect in the future, it appears that California might face a serious energy 
shortage. 

APPENDIX 2 


HOovusE OF REPRESENTATIVES, 
Washington 25, D. C., July 28, 1955. 
Hon. F. Epwarp HEBERT, 
Chairman, Subcommittee for Special Investigations, 
House Armed Services Committee, Washington 25, D. C. 

Mr. CHAIRMAN: At the request of Mr. A. P. King, Jr., president of the Texas 
Independent Producers and Royalty Owners Association, Austin, Tex., I pre- 
sent to your subcommittee the enclosed statement by him. I solicit the careful 
consideration of your subcommittee of the views expressed by Mr. King. 

Sincerely yours, 
PAUL J. KILpay, 
Member of Congress. 


STATEMENT OF A. P. KING, JR., PRESIDENT OF TEXAS INDEPENDENT PRODUCERS 
AND ROYALTY OWNERS ASSOCIATION 


I am A. P. King, Jr., an independent oil and gas producer, of Houston. I 
am president of Texas Independent Producers and Royalty Owners, a trade 
association representing over 4,500 oil and gas producers and royalty owners. 

It is not our purpose, nor do we consider ourselves qualified, to discuss the 
military and economic feasibility of any particular pipeline project. With 
respect to the matter under consideration by this subcommittee, however, which 
is that of the need for a crude-oil line from west Texas to California, we believe 
we do have certain information which may be helpful. 

We wish to emphasize that our interest as an association in this matter 
is occasioned solely by our conviction that an outlet of this kind will serve 
the best interests of our industry, our State, and our Nation. We have abso- 
lutely no interest in the promotion of any particular pipeline or other enterprise 
to the benefit of individuals. 

We are able to assert with assurance, first, that there is readily available in 
Texas more than sufficient crude oil, capable of production under every reason- 
able conservation requirement, to accommodate such a line. 

As a matter of fact, in Texas alone, by conservative estimates, there is a 
reserve productive capacity approximating 1 million barrels per day. A very 
large part of this excess oil is producible in or immediately surrounding the 
area where it is contemplated this line will originate. 
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If evidence were needed of this reserve productive capacity, it can be seen 
in the fact that, because of the general oil surplus, Texas is currently allowed 
to produce its wells only 15 days per month. Responsible studies confirm this 
reserve availability, including one by the National Petroleum Council. 

It is recognized in the industry and within informed circles generally, as 
shown in the findings of every impartial study recently made, that the over- 
supply of oil here results not from any lack of market in the United States for 
oil producible here, but rather from imports in excess of that quantity required 
to supplyment domestic output. 

While an unnecessarily high surplus productive capacity exists in Texas, 
paradoxically, the requirements of the State of California for oil in excess of 
that available from local production serves to encourage this excessive im- 
portation of oil from abroad. 

It is axiomatic, therefore, that any pipeline which will make possible the 
supplying of that available market from domestic sources will help solve the 
problem of excessive imports. In solving that problem, a contribution wiil be 
made toward the defense and economic strength of the Nation. 


OVERSUPPLY OF CRUDE 


With your permission, I would like to show more clearly the relation between 
the general oversupply of petroleum on the domestic market and the building of 
a pipeline from Texas to oil-short California. 

Here involved, gentlemen, are matters seriously affecting the security and econ 
omy of our Nation. If domestic producers are to be denied available domestic 
markets, and at the same time deprived of traditional foreign markets because 
importing companies find it more profitable to supply them from abroad, this 
war-vital industry will be needlessly jeopardized. 

To the extent that a pipeline of this kind can alleviate this situation it will 
thereby coincide with the best interests of the United States oil industry, the 
economy of individual States and the Nation, and the security of America and 
ihe free world. 

All imports today exceed those levels found to be maximium consistent with 
the national security by the President’s Advisory Committee on Energy Supplies 
and Resources Policy, the National Petroleum Council which comprises repre- 
sentatives of both importing and independent companies, and the Congress of 
the United States. 

In the absence of an economic means of transporting surplus oil in Texas 
to areas of the Nation which require additional petroleum, the conservation 
commission of Texas must choose between curtailment of production or contribut- 
ing to waste. Reducing allowables to the point of half-time production in- 
evitably brings serious consequences to the health and vigor of the domestic 
oil industry. Because of the long-range nature of drilling commitments and 
other contractual relationships, the full effect is not reflected completely at once. 

On the basis of the best information available to us, there are no sound eco- 
nomic barriers to the construction of the proposed pipeline. Transportation by 
pipeline from west Texas would cost, we understand, between 50 and 60 cents 
per month per barrel, a third of the cost by tanker from the gulf, and about a 
seventh of the cost by rail. 

During the last 14 months of World War ITI, we are informed, the oil shortage on 
the west coast cost the Federal Government some $111 million for rail transporta- 
tion from interior points. The same seriously weak logistic in strategic defense 
of the United States was demonstrated again during the Korean conflict. The 
Government had to pay a premium in the order of twenty to thirty million dollars 
for oil purchased abroad or from the gulf coast that had to be transported through 
the Panama Canal for use of the military in the Pacific. 

It seems to us that the soundest way for the Government at this time to avoid 
a recurrence of this costly and dangerous procedure would be to give reasonable 
encouragement to the construction of whatever pipelines are necessary to enable 
domestic sources to supply domestic consumers. It is our judgment that one of 
the most effective forms of assistance is being rendered by this committee in 
undertaking to determine some of the real motives behind opposition to the build- 
ing of pipelines which no responsible person has denied could prove necessary to 
the defense of our Nation. 














SOURCES OF SUPPLY OF OIL ‘AND OTHER PETROLEUM PRODUCTS 1171 


DEFENSE ESSENTIALITY 


It is impossible, of course, to measure with precision the defense essentiality of 
any project, so varied are the requirements of war. On the basis of testimony so 
far, it appears that defense experts differ only on the extent to which the proposed 
pipelines to the west coast from Texas serve the defense effort. 

Recognizing our lack of competence to evaluate a subject of this character, we 
desire simply to remind those of you concerned with this study of the unfortunate 
experience during early phases of World War II with attempts to supply any part 
of the domestic market from abroad. 

To provide the most authoritative source available for emphasizing the ex 
treme unreliability of oil from foreign shores, we refer to a publication issued by 
the United States Government Printing Office in 1946, entitled “The Issue of the 
Petroleum Administration for War, 1941-45." Excerpts from that publication 
which follow would seem to offer abundant evidence that we averted the disaster 
of an oil shortage in America only by virtue of the approximately 1 million barrels 
per day reserve productive capacity which we had in this Nation at the time of 
Pear! Harbor. 

The section of the book entitled, “Wartime Petroleum Supply and Transporta 
tion,” page 81, begins with these words: 

“Crises were the normal thing. The best laid plans of men could not make 
it otherwise. A hurricane. A blizzard. <A flood, or a train wreck. Or, 
happened too tragically often, a tanker going down in flames after a_ sub- 
marine had caught it on its way to deliver heating oil to desperate homeowners 
whose tanks were showing empty. 

“Tronically, misfortune seemed most likely to strike when it could cause 
greatest grief: in periods of bitter cold weather, or when inventories were most 
dangerously low; when there was no cushion. 

“Each setback brought new dismay to the committees of oilmen who met 
almost daily during crucial periods in the effort to spread the limited supplies 
of petroleum throughout the east coast. Solemnly, they would scrutinize the 
schedules which showed the daily inventories at the large supply terminals 
along the coast, the movements of trainloads of oil from the Southwest, the 
pipeline deliveries, the barge shipments and the production at east coast re 
fineries, and still the phones would keep ringing: ‘The kids are sick and we're 
almost out of oil’.” 

The subsection entitled, “Germans Blockade Tankers,” 
follows: 

“The beaches of New Jersey, Delaware, and Florida furnish almost the 
only evidence of enemy destruction in the continental United States. Visible 
along the high-water mark for miles on these beaches years after 1942 was a 
winding black ribbon of oil, and just offshore lie the hulks which mark the ter 
rible ordeal of the first war year. They are grim reminders that the Nazis 
were in almost undisputed possession of the waters of the 
coast during the early months of the war. 

“In the first 2 months after Pearl Harbor, the submarines caused little damage. 
Only 7 United States tankers were sunk, 2 of them on the west coast. Tanker 
deliveries continued at the normal rate during December and dropped only 
slightly in January 1942, reflecting transfers to other service more than the 
U-boat menace. 

“Then, in February, the wolfpacks struck in earnest From the Caribbean 
to Cape Race, no spot was safe. Twelve United States tankers went to the bot- 
tom in February, a dozen more in March, the same in April and 14 in May. 

“Although boats had to keep running to supply military requirements, no 
one could doubt the decline of tanker shipments for civilian needs in the face 
of these 50 sinkings. From then on, until the last year of the war tanker de 
liveries were an insignificant factor in supplying the oil needs of the east coast. 

“Even though the submarines were finally driven from the Atlantic seaboard 
and hundreds of new tankers slipped from the ways—two of them every 3 days 
in 1943 and 1944—it was not possible until late in 1944 to increase tanker ship- 
ments to the east coast in any appreciable amounts. The exigencies of global 
war could be met only with tankers; the shortage on the east coast could be 
met somehow by overland substitutes. 

“Tanker deliveries to the east coast reacted quickly to the submarine blockade. 
Shipments started to dive in February 1942, and by May they amounted to only 
173,000 barrels daily, or about 18 percent of the December 1941 total 
point of the war was reached in April and May 1948 
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From May 1942 to the end of 1948, east coast tanker deliveries averaged only a 
little more than 121,000 barrels daily—about one load a day for a T-2 tanker. 

“Even this small movement was on an uncertain, sporadic, undependable basis. 
The Navy or War Shipping Administration might decide at a moment’s notice to 
release one tanker for one trip. Occasionally new tankers were given a one-trip 
run in the gulf coast-east coast service for the shakedown cruise. But not only 
could these not be scheduled—under wartime security regulations only a few 
people knew that they were coming until they arrived. Programing of future 
movements until late in the war for the most part had to be guessed from 
experience, not from any knowledge of what could actually be counted on. For 
all practical purposes, the east coast was supplied in the first war years with- 
out tankers. 

“Yet somehow the shortage was met. And in the last analysis it was the 
luckiest good fortune that the economics of peacetime transportation had brought 
the east coast tanker fleet into existence. Without that fleet, the military would 
have had an insurmountable supply problem overseas.” 

It is clear from the record that we lacked the necessary pipelines to avert 
serious distress and jeopardy to our security. What better insight can be had 
into the future than that provided by this recent history ? 

For these reasons both economic and military, it seems quite obvious to us 
that the national interest will be served by any reasonable encouragement which 
can be provided the building of whatever crude oil pipelines necessary to enable 
domestic oil producers to meet the requirements of domestic consumers in peace 
or war. 
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